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If you have a question on NAFTA procedures, you may not know where to begin looking for 
the answer. The volume of material can be overwhelming. This manual is aimed at the 
importer, exporter, or producer who has some knowledge of basic procedures for importing 
commercial goods into a country, but who has questions on specific NAFTA procedures. 
This manual does not cover subjects exhaustively and, when specific problems occur in 
practice, it will often be necessary to refer to the laws, regulations, and decisions of the 
country and to obtain assistance from the appropriate customs administration. Therefore, the 
manual is not a legal document. We hope, however, that it will serve as a general 
educational and reference tool. 


The provisions stated in NAFTA are, for the most part, the same for Canada, Mexico, and 
the United States. However, since each country has its own customs administration, this 
manual is divided into a section for each country. You can refer to the section on the country 
into which you are importing goods. 


The following is a summary of the material in each chapter: 


Chapter 1: Procedures for completing the Certificate of Origin, which supports 
a claim for NAFTA preferential tariff treatment 


Chapter 2: Marking requirements 


Chapter 3: Procedures for requesting binding rulings on goods being imported 
into a NAFTA country 


Chapter 4: Changes to entry procedures as a result of NAFTA 
Chapter 5: Procedures for making post-importation claims and corrections 
Chapter 6: Customs procedures for verifying whether goods qualify as 


originating, as certified by the Certificate of Origin 


Chapter 7: Procedures for filing an appeal 
Chapter 8: Procedures for filing drawback and applying for duty deferrals 
Chapter 9: Procedures for seeking temporary entry of specific goods 
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Chapter 10: Conditions under which goods can be imported duty-free after 
having been exported from Canada 


Chapter 11: Information on commercial samples of negligible value, printed 
advertising material, confidentiality, and keeping books and records 


This manual was assembled in March 1995 and, unless otherwise indicated, is based on 
information available at that time. Since policy and procedures can change, updates will be 
issued as required. You will find the date each page was issued on the bottom left-hand 
corner of the page. Those who are on customs mailing lists will be sent the updates. 


December 31, 1994 Canada’s Customs Procedures 


Table of Contents 


DE ee LIVE ESCUUSC U1 OT) 9 re ae II A et fat Asch ciate) Ea uly Reo ecs 2 elias al I, ie ccahllerin gh Sortie whe 1-1 
Dee Webel eenk let. oo Ge Sed «a EN Geen Ge al A ee ee ee et a ee 1-1 
See ECUSOD Seal LeCtCC lp ante Min mete phe a hid, pike cee heen Bic. Sh SS Meets ctl so! acid 1-1 
Sele LID ORCC EC ae neea ee i NS Ra | oh alu abt RU i aval es. aiovers masta Pee op erwles yo 1-1 
ame OCC Came cea ache oe eA ole Sea arh ia ab aha Pa Pi cx Rueetkiess Masnisiet Soe Seas 1-2 
SPORE LOCUCEIS Ol, SOOUS Me at A, sends e aed en Sag en erage ah ee ainke Sees Oe ys 1-2 
Ape ECV SCN Cs Go taeag ios etae Dake Oe CEM aN a Ae re ea en 1-2 
VPM GG oiles pea hihiceh CRW A gare Lor ee pee ne eee eee ee ee ee 1-2 
Ae) mC OL ULE Fe OT OCnersLy Pe Oly LOT ketene cabana es Fhe oat Aptares oP s Teneo 1-3 
Busoh ABC h egy Efe SS eae Lh Pee en ee enn ee ee yl a een, Se re on re 1-3 
AAS RE fenton Demo Using fen cane ann tidne teds Bie weet oP PR ie Oe Lydd) 5. x 1-3 
hae POMC linam lay ANIL V ere were Rae 4s. ck eee: ARC party 4 Big Ga tele Ms oe 1-3 
AF Omg Re TUNIS OIC OPEC lIONS: way ots Ue ting onto ieee hs oes h oan e eOe A hia 1-4 
SoG OINMercial cOOdS mNGersC AIN bl O00) ones as ae eae ae x tee A ae diver ie. 1-4 
OF Cacia GOOdSm a meer eee ete ih eat Pat ni eee anced Mee Stree ne Brith os) eee Sy calle & 1-5 
He ellOwatoscOmp lctep re Onimnints: 52 bn ar tr. Oey ase cee Oe. ee TAR Gaia a ous ety. eee 1-6 
PicldMiiemexpottems maine dik aACUleSS Me etna wna tag Rens es See ae es 1-7 
Stat tee Ot ATIK CUS DC (IOC Mare artes ote Recent crenata tect et sons May shone amines teat 8 1-7 
Bicld soe Ve rOducelasimalneranGAUOreSS 6. sae ist shen Pala Alb oe ee a kp 1-8 
Bieldstaalmporemcmnamerand address: aac sk oe ec es See He - 1-8 
Bield re Descriptions cOou(S)) fare see aya cea a ot sird ae desgdawlee ye asst 1-9 
Tied Graal sataciinelassitication Number (4... 2 so: Gee eae seo Se 1-9 
IGIGR ir Rie lerenCenc lie ila we iA arta Macuser gs ta ee sea pA os Sete tgs hoe 1-10 
BiciG Oca OCUCe Cire Meine Bie ata tas von acd OM ae aah aah Clie aptty oo oy Meese el wy Ss 1-14 
ICI ee INGCURC OS mie IER = ee ERA i ROME a eka a Sawa ohus sine 1-15 
Bieldt1.0 SG ountrvao mong metas agen, is cee geis dupe ic tise nS Stes i ha cakes’ 1-15 
Beto il Geil ica ton gerecwe oes ncac a tay, Param den erapag eras ah. cha tos ek ey eat Raat 1-16 
$. -Additionalgintormatio naw see ecg k eg pane ase gs a ete a lat tapes ae ce eae 1-16 


March 1995 Canada’s Customs Procedures 


1. Introduction 


Only after the exporters have properly determined the origin of the goods can they 
provide a NAFTA Certificate of Origin to the Canadian importer. Without the 
Certificate of Origin, the importer does not have enough information to prove that the 
goods are entitled to preferential duty rates. Therefore, the certificate is a tool the 
exporter uses to tell the importer that the goods qualify for NAFTA duty rates, and 
which one of the three possible NAFTA duty rates the goods are entitled to receive. 
Revenue Canada also uses the certificate to verify whether importers have claimed the 
proper duty rate. 


Articles 501 to 504 of NAFTA outline the obligations regarding Certificates of 
Origin. For details on the Canadian legislation that makes the Certificate of Origin a 
condition of receiving preferential tariff treatment, see the Customs Tariff, paragraph 
25.2(5.1)(a), the Customs Act, section 35.1, and the Proof of Origin of Imported 
Goods Regulations. 


2. Purpose 


This chapter describes the certification requirements, and explains how to complete 
the Certificate of Origin. 


3. Persons affected 


3.1 Importers 


All importers must have a properly completed Certificate of Origin in their 
possession when they claim one of the NAFTA preferential tariff treatments. 
Importers do not have to give the Certificate of Origin to Revenue Canada unless 
they are asked to do so, but importers must have it when they claim a NAFTA duty 
rate. If the exporter has already given the certificate to the importer by the time the 
goods are accounted for with Revenue Canada, importers can claim a NAFTA 
preferential rate at that time. If importers do not yet possess the certificate at the 
time of accounting, they must pay the duty at the rate established by the 
most-favoured-nation (MEN) tariff. Importers then have up to one year to obtain a 
valid Certificate of Origin and claim a refund. 
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3.2 Exporters 


It is the exporter’s responsibility to determine the origin of the goods under the 

NAFTA rules of origin, complete the Certificate of Origin, and send a copy of it to 

the importer. Exporters cannot certify goods that do not satisfy the NAFTA rules of 

origin on a NAFTA Certificate of Origin. Exporters or producers should not sign a 

Certificate of Origin if: 

@ they have determined that the goods do not qualify for a NAFTA tariff 
preference; 

@ they have not applied the NAFTA rules of origin to the goods; or 

@ they cannot substantiate that the goods satisfy the NAFTA rules of origin. 


In cases when the exporter of the goods to Canada is not the producer of the goods, 

the exporter must either: 

@ obtain sufficient information from the producer to determine the origin of the 
goods; 

@ obtain a properly completed Certificate of Origin from the producer; or 

@ be able to somehow substantiate that the goods satisfy the NAFTA rules of 
origin. 


It is important to note that, when the producer provides a Certificate of Origin to 
the exporter, the exporter is still responsible for completing a certificate to cover 
the exported goods for the importer. 


3.3 Producers of goods 


A producer who voluntarily completes a Certificate of Origin for an exporter is 
subject to the same obligations as an exporter who completes a certificate. 


4. General 


4.1 Copies required 


Exporters must keep copies of the certificate for their records and provide a copy to 
the importers. Exporters should keep the original. 


When a producer completes and signs a certificate for an exporter, both the 
producer and the exporter must keep a copy for their records. 


For goods imported into Canada, if Revenue Canada wants to see the Certificate of 
Origin, the Department will ask the Canadian importer to present a copy. For the 
same shipment of goods, if United States or Mexican customs wants to see the 
certificate, they will ask the exporter in their country to present a copy. 
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4.2 Computer or other type of form 


Computer-generated or privately printed forms are acceptable, as long as the form 
contains the required information and is in a format consistent with Revenue 
Canada’s form. 


The Origin Determination Directorate, Trade Administration Branch, at Revenue 
Canada must approve any other medium or format. 


4.3 Language 


For goods imported into Canada, the Certificate of Origin can be completed in 
English, French, or Spanish. When the certificate has been completed in Spanish, 
Revenue Canada may ask the importer to have the certificate translated. 


4.4 Retention period 


Importers in Canada must keep the Certificate of Origin and any other records 
relating to the goods covered by the certificate for a minimum of six years. 


Producers and exporters in the U.S. or Mexico who complete Certijicates of Origin 
for shipments to Canada must keep copies of the certificates and all records used to 
determine the origin of the goods covered by the certificate for a minimum of five 
years. The retention period begins the day the certificate is signed. Canadian 
producers and exporters who complete Certificates of Origin for shipments to the 
U.S. or Mexico must keep a copy of the certificate and all records used to 
determine the origin of the goods covered by the certificate for a minimum of six 
years. 


4.5 Length of validity 


Although a Certificate of Origin can only cover goods imported over a 12-month 
period, the certificate remains valid for NAFTA preference claims made up to four 
years from the date on which it was signed.’ 
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If a claim for NAFTA treatment is made after the certificate is four years old, the 
certificate is no longer valid. Before the goods can receive NAFTA tariff treatment, 
the importer would have to obtain a new certificate from the exporter. 


4.6 Refund or corrections 


When a claim for NAFTA preferential tariff treatment is not made at the time of 
accounting, importers can request preferential tariff treatment up to one year after 
the date on which the accounting for the goods was made.” They will need a 
Certificate of Origin. 


As well, exporters or producers who complete a certificate must notify all parties to 
whom they gave the certificate of any change that could affect its accuracy or 
validity. Please note that exporters who provide information on a Certificate of 
Origin that is untrue or cannot be substantiated may be subject to penalties. 


Importers must submit a corrected declaration and pay the corresponding duties 
whenever there is reason to believe that the certificate contained inaccurate 
information. 


5. Commercial goods under CAN$1,600 


When goods are worth less than CAN$1,600, Revenue Canada does not require a 
Certificate of Origin for goods to receive NAFTA treatment. Instead, informal 
certification can be used to certify that the commercial goods originate ina NAFTA 
territory. This does not mean in any way that the goods do not have to satisfy the 
NAFTA rules of origin. It only means that there is a simpler form that can be used 
to certify the origin of the goods. 


eee ee 
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The following statement of certification can be used: 


I certify that the goods referred to in this invoice/sales contract originate under the rules of origin 
specified for these goods in the North American Free Trade Agreement (NAFTA), and that further 
production or any other operation outside the territory of the parties has not occurred after the 
goods were produced in the territories. 

Name: 


Title: 


Company: 


Exporter: Producer: of the certified goods. (Check one) 


Telephone: Fax: 
Country of origin 
United States: Mexico: Mexico and the United States: (Check one) 
(For the purposes of determining the applicable preferential rate of duty as set out in 
Annex 302.2, according to the marking rules or each party’s schedule of tariff elimination.) 


Signature: Date: 


This statement can be either attached to the invoice, or printed, stamped, or typed on 
the invoice. If goods that would usually be part of a single commercial transaction are 
broken into a series of importations with the intent of making the value of each 
importation less than $1,600, the preceding informal statement of origin cannot be 
used. The origin of such goods must be certified on the regular NAFTA Certificate of 
Origin. 


6. Casual goods 


When casual’ goods are purchased in the U.S. or Mexico and imported into Canada, 
the importer does not need a Certificate of Origin to take advantage of the NAFTA 
preferential tariffs. The tariff treatment is determined by looking at any country-of- 
origin marking on the goods. Casual goods purchased in either the U.S. or Mexico 
will receive the U.S. tariff treatment if the country-of-origin marking is the U.S., or 
the Mexico tariff treatment if the country-of-origin marking is Mexico. 


Marking and labelling laws in the U.S. and Mexico do not require goods that are 
produced domestically to be marked with the country of origin. Therefore, if the 
country of origin is not marked on goods purchased in the U.S. or Mexico (and there 
is no other evidence that the goods are not from that country), they will generally 
receive the NAFTA treatment that applies to the country in which they were 
purchased. 
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7. How to complete Form B232E 


hd | Revenue Canada Revenu Canada 
Customs, Excise and Taxation Accise, Douanes et Impot PROTECTED (when completed) 


North American Free Trade Agreement 
CERTIFICATE OF ORIGIN 


Please Print or Type (Instructions Attached) 


1 | Exporters Name and Address | 2 | Blanket Period 


DOD MUM /Y ¥ DD) MOM YY 


From To 


Tax Identification Number: p 


4 
Ei Producer's Name and Address a4) Importers Name and Address 


Tax Identification Number: p> 


5 | g HS Tariff 17 | Preference 8 | B L9) Country 


Description of Good(s) Classification Chionen Producer Net Cost of Origin 
Number 


Tax Identification Number: p 


1 


w | certify that: 


— the information on this document is true and accurate and | assume the responsibility for proving such representations. | understand that | am liable for any 
false statements or material omissions made on or in connection with this document; 


— | agree to maintain, and present upon request, documentation necessary to support this Certificate, and to inform, in writing, all persons to whom the 
Certificate was given of any changes that would affect the accuracy or validity of this Certificate; 


— the goods originated in the territory of one or more of the Parties, and comply with the origin requirements specified for those goods in the North American 
Free Trade Agreement, and unless specifically exempted in Article 411 or Annex 401, there has been no further production or any other operation outside the 
territories of the Parties; and 


— this Certificate consists of Pages, including all attachments. 
Authorized Signature Company 
Name Title 
Date (DD / MM/ YY) Telephone FAX 


ee rales 


B 232E (93/12) Printed in Canada Canada 
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Field 1 - Exporter’s name and address 


Canadian exporters or Canadian producers shipping goods to the U.S. or 
Mexico — State the full legal name, address (including the country), and legal tax 
identification number of the exporter. The number is the employer number or 
importer/exporter number that Revenue Canada assigns. 


U.S. exporters or U.S. producers shipping goods to Canada — State the full 
legal name, address (including the country), and legal tax identification number 
of the exporter. The number is the employer identification number that the 
Internal Revenue Service of the U.S. Department of the Treasury assigns or, if 
applicable, the social security number. 


Mexican exporters or Mexican producers shipping goods to Canada — 

State the full legal name, address (including the country), and legal tax 
identification number of the exporter. The number is the federal taxpayer’s registry 
number. 


Field 2 - Blanket period 


A certificate can apply to: 
@ a single shipment of goods; or 
@ a multiple shipment of identical goods. 


A certificate that covers multiple shipments is called a blanket certificate. Field 2 
indicates the starting and ending dates of the blanket period for which certification 
is being made. The blanket period can last from two days to one year. It is 
acceptable to have a starting date that is before the date the certificate is signed. 
The importer can apply for a refund of the duty paid on goods entered into the 
country before the certificate covering these goods is signed. 


A blanket certificate certifies that all goods listed in field 5 of that document that 
are imported into Canada during the blanket period qualify as originating under the 
rules of origin, and that those goods are eligible for preferential tariff treatment. 


When goods are imported into a bonded warehouse, it is the date they enter the 
warehouse that should be covered by the blanket period. The fact that accounting 
for the goods and claiming a NAFTA tariff treatment might not occur until 
sometime later does not affect the validity of the certificate, as long as the goods 
entered Canada within the blanket period. 
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Field 3 - Producer’s name and address 


State the full legal name, address (including the country), and legal tax 
identification number, as defined in field 1, of the person or company that produced 
the goods. 


If the exporter is also the producer of the goods, enter "same." 
If the certificate covers goods produced by more than one company, attach a list of 
the producers with the appropriate information. Cross-reference the producers with 


the goods they produced, as described in field 5. 


If the exporter does not wish to disclose the identity of the producer to the 
importer, it is acceptable to state "available to customs on request." 


If exporters do not know the identity of the producer of the goods, that usually 
means that they do not know the origin of the goods, and therefore should not be 
completing a Certificate of Origin. However, in rare instances, it is acceptable for 
the exporter to state that the producer is "unknown." 


Field 4 - Importer’s name and address 


State the full legal name, address (including the country), and legal tax 
identification number (as defined in field 1) of the importer. 


If there is more than one importer, state "various." 


If the importer is unknown, state "unknown." This often applies when producers 
complete certificates for exporters. 
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Field 5 - Description of good(s) 


Provide a full description of each good covered by the certificate. List only goods 
that satisfy the NAFTA rules of origin. The description must provide enough detail 
to relate the certificate to the imported goods and to the invoice. Model and serial 
numbers are not required, but they can be used as a cross-reference to the invoice 
and to differentiate between originating and non-originating goods. 


It is in the exporter’s interest to give as full a description as possible, since 
Revenue Canada may not accept a certificate if it cannot match it to the imported 
goods because of a vague description. 


Goods that fall under the same origin criterion but under different HS subheadings 
(or conversely under the same HS subheading but a different origin criterion) must 
be described separately. 


If the certificate covers a single shipment of a good, include the invoice number as 
shown on the commercial invoice. If not known, indicate another unique reference 
number, such as the shipping order, purchase order, or letter of credit number. 


When necessary, attach a separate listing on a continuation sheet to the certificate 
to provide a complete description of the good or goods. 


Field 6 - HS tariff classification number 


For each good described, identify the HS tariff classification. For most goods, 
identifying the six-digit HS subheading is sufficient. For some goods, however, the 
specific rule of origin (from Annex 401 of the Agreement) requires a change at the 
eight-digit, tariff-item level. For these goods, identify the eight-digit tariff item of 
the importing country. 
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Field 7 - Preference criteria 


There are six preference criteria: A through F. Each of these preference criteria 
corresponds to a category of rules of origin. Since each good described in field 5 of 
the certificate must be an originating good, the goods must each satisfy a rule of 
origin. The preference criterion is essentially a code which tells both the importer 
and Revenue Canada which rule-of-origin category the goods satisfy. Consequently, 
exporters or producers will have a difficult time choosing a preference criterion if 
they do not first familiarize themselves with the rules of origin’ and apply them. 


i) Criterion A corresponds to article 401(a) of the Agreement, which covers 
goods that are "wholly obtained or produced in one or more of Canada, 
Mexico, and the United States." 


For a definition of "goods wholly obtained or produced" in the territory of one 
or more of the parties, see the glossary. 


Simply because goods were purchased from a supplier in Canada, the U.S., or 
Mexico does not automatically mean that they are wholly obtained within the 
meaning of criterion A. If the goods do not fit into one of the items in the list 
with respect to the definition, then they are not wholly obtained or produced in 
North America. 


ii) Criterion B corresponds to article 401(b) of the Agreement, which covers 
goods that a producer makes using non-originating materials.> The 
non-originating materials must meet the conditions set out in the specific rule 
of origin that applies, which can be found in Annex 401 of the Agreement. 


The rules of origin ensure that any non-originating materials undergo enough 
processing before they can be transformed into a North American product. 
Most often, the rule of origin is expressed in terms of an HS classification 
change. This means that a non-originating material changes from one 
classification number in the HS to another. 
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When the material is incorporated into the final product, in some cases the rule 
of origin requires a certain percentage of the value of the goods, referred to as 
regional value content, to be incurred in North America in addition to the HS 
classification change. The rules in Annex 401 of the Agreement define exactly 
what must occur before the good can be considered as originating. 


iii) Criterion C corresponds to article 401(c) of the Agreement, which covers 
goods a producer makes using only originating materials. The difference 
between criteria A and C is that the originating materials used under criterion 
C can have some non-NAFTA content which has already been transformed by 
the producer’s North American supplier into an originating material. 


rN  ————e ns 
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(Please note that criterion C does not necessarily mutually exclude criteria A, 
B, D, or E.) 


iv) Criterion D corresponds to article 401(d) of the Agreement, which covers 
goods where there is no change in tariff classification from non-originating 
materials to the finished good. However, since criterion D applies only in two 
very limited circumstances, its use is quite rare. 


Please note that criterion D can never be used for wearing apparel provided 
for in chapters 61 and 62 of the HS, or for textile articles described in 
chapter 63. 


The types of goods that can be considered as originating under criterion D are 
as follows: 


@ Goods which are complete except for being imported into the NAFTA 
territory in an unassembled or disassembled condition can be considered as 
originating. The unassembled or disassembled materials are classified in 
the HS under the same heading or subheading as the assembled good, and 
the heading or subheading cannot be further divided. The cost of 
assembling such goods in the NAFTA territory must satisfy a 
regional-value-content requirement.° Please note that this rule is limited to 
unassembled or disassembled goods in which all the materials for 
assembling the goods are included at the time the goods are imported into 
the NAFTA territory. If any other materials must be added to the 
non-originating unassembled or disassembled goods, the goods imported 
into Canada will not qualify for NAFTA. 


@ When goods produced using non-originating materials that cannot undergo 
the required change because the non-originating materials are classified as 
"parts" in the HS under the same heading or subheading as the finished 
goods, and the heading or subheading is not further subdivided, these 
goods can be considered as originating. A regional-value-content condition 
must be satisfied.’ 


v) Criterion E applies only to certain automatic data-processing goods. These 
goods are specifically identified in Annex 308.1 of the Agreement 
(Table 308.1.1). Canada, the U.S., and Mexico have agreed to reduce the 
most-favoured-nation (MEN) duty rate for certain automatic data-processing 
equipment and parts falling into the categories listed below. Except for 
category (vi) below, the goods will have their MFN duty rates eliminated or 


March 1995 Canada’s Customs Procedures 


March 1995 Canada’s Customs Procedures 


1-13 


reduced in five equal annual stages starting January 1, 1999. For category 
(vi) (computer parts of subheading No. 8473.30), the three parties reduced 
their MEN rate to free as of January 1, 1994. 


The categories of goods covered under criterion E are: 
automatic data processing (ADP) machines; 

digital processing units; 

input or output units; 

storage units; 

other units of ADP (subheading No. 8471.99); 
parts of computers (subheading No. 8473.30); and 
computer power supplies. . 


Once the MEN duty rate has been reduced according to the staging schedule, 
and all three parties have arrived at the reduced rate, these goods will be 
considered as originating when traded among the three parties. 


vi) Criterion F applies to bilateral trade agreements between NAFTA countries. 
One set of rules apply to U.S./Mexico trade, and another set of rules apply to 
Canada/Mexico trade. Criterion F is not relevant to Canada/U.S. trade. 


Criterion F should not be used for goods exported from the U.S. to Canada. 
For goods exported from Mexico to Canada, exporters or producers should 
follow the instructions below. 


When agricultural goods are imported into Canada, to complete field 7, the 
exporter or producer must first determine if they are originating goods under 
criterion A, B, or C (criteria D and E are not relevant to agricultural goods). 
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Then, if the goods are wholly produced in Mexico, or jointly produced by 
Mexico and the U.S. or by Mexico and Canada, it must be determined if the 
goods are qualifying goods within the meaning of Annex 703.2, section B, 
paragraph 14. Annex 703.2-B-14 states that: 


... qualifying good means an originating good that is an agricultural good 
except that, in determining whether such good is an originating good, 
operations performed in or material obtained from the United States shall be 
considered as if they were performed by or obtained from a non-party. After 
the exporter or producer determines that the goods are originating and 
qualifying, they must determine if the goods are subject to any quantitative 
restrictions when imported into Canada. If no quantitative restrictions apply, 
the exporter or producer may use criterion F. 


Field 8 - Producer 


In this field, the person completing the Certificate of Origin is telling Revenue 
Canada why that person has the information needed to substantiate the certificate. 


If the exporter is the producer of the goods, state "yes." 


If the exporter is not the producer, state "no," followed by one of three possible 

explanations why the exporter is in a position to certify the origin of the goods: 

@ state "no(1)" if the origin of the goods was certified based on the exporter’s 
knowledge of whether the goods qualify as originating; 

@ state "no(2)" if the person signing the certificate is relying on written 
information from the producer (other than a Certificate of Origin) documenting 
that the goods qualify as originating; or 

@ state "no(3)" if a completed and signed Certificate of Origin for the goods was 
provided to the exporter by the producer. 


Whether or not an exporter can use "no(1)" will depend on the specific rule of 
origin. If the rule of origin requires only a tariff change, and the exporter knows 
where the tariff change occurs, then the exporter can use "no(1)." However, if the 
rule of origin involves a regional-value-content requirement, it is unlikely that the 
exporter will be able to substantiate the certificate without cost-of-production 
documentation from the producer. 


If exporters cannot substantiate the origin of goods, they should not be completing 
a Certificate of Origin. 
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Field 9 - Net cost 


In this field, those completing the Certificate of Origin indicate whether or not they 

used the net cost method to determine the regional value content (RVC) of a good. 

If the rule of origin for the goods requires the RVC to be calculated, exporters or 

producers can use two methods of calculation. One is the transaction value 

method, and the other is the net cost (NC) method. This field should be 

completed in all cases if one of the following applies: 

@ If the exporters or producers have used the net cost method to determine the 
RVC, they will indicate "NC." 

@ If the exporters or producers have used the transaction value method, they will 
indicate "no." 

@ If the rule of origin for the goods does not require the RVC to be calculated, 
the exporters or producers will indicate "no." 


In some cases, when exporters or producers use the net cost method to calculate 
RVC, they are entitled to average certain costs over a period of time. If they have 
averaged costs, they should identify the starting and ending dates of the averaging 
period below the "NC" (e.g., "02/01/95 - 31/03/95"). 


Field 10 - Country of origin 
This field has different applications for each country. 


If field 10 is not completed, neither the importer nor Revenue Canada will know 
which of the different tariff treatments the goods are eligible to receive. In this 
case, Revenue Canada will expect the importer to pay the highest applicable 
NAFTA duty rates. 


For most goods imported into Canada, there are three NAFTA tariff treatments. 


For originating agricultural and textile goods imported into Canada, the exporter or 
producer should indicate either "US" or "MX" in field 10. If there is some joint 
production of the agricultural or textile goods between the U.S. and Mexico, the 
exporter or producer must apply the Determination of Country of Origin for the 
Purposes of Marking Goods Regulations to determine whether the goods are 
Mexican or American. 


For all other goods imported into Canada, the exporter or producer will indicate 
either "US," "MX," or "JNT" in field 10. "JNT" stands for joint production of 
goods between the U.S. and Mexico. Generally speaking, using "JNT" will result 


March 1995 Canada’s Customs Procedures 


1-16 


in the highest NAFTA duty rate being applied to the goods. However, some rules 
of origin essentially say that, if there is joint production between the U.S. and 
Mexico and the contribution of one of those countries is relatively insignificant, the 
exporter can claim that the goods originate in the country where most of the 
production occurred. When both the U.S. and Mexico contribute significantly to the 
production of the goods, the exporter must state "JNT" in field 10. When there is 
joint production of the goods between the U.S. and Mexico, the exporter or 
producer should see the NAFTA Tariff Preference Regulations, found in Revenue 
Canada Memorandum D11-4-19, Regulations Respecting the Determination of When 
Goods are Entitled to the Benefit of the United States Tariff or Mexico-United 
States Tariff, to determine whether they should complete field 10 with "US," 
“MXe Ore 


Field 11 - Certification 


The exporter or producer completing the Certificate of Origin is strongly advised to 
read the statements in field 11 before signing the certificate. 


All the information in field 11 (which includes the signature area) must be 
completed. 


In addition to being able to substantiate the origin of the goods, the person signing 
the certificate should be someone in the company who is entitled to sign legally 
binding documents on behalf of the exporter or producer. That person should have 
full knowledge of the origin of the goods, and have access to the books and records 
that substantiate the claim. If the statements made in the certificate are untrue, the 
company could be liable for penalties.® 


8. Additional information 


For more information, see the following publications: 


Memorandum D11-4-2, Proof of Origin 

Memorandum D11-4-13, Rules of Origin for Casual Goods 

Memorandum D11-4-14, Certificate of Origin 

Memorandum D11-4-18, Uniform Regulations - Chapter Five of the NAFTA 
Memorandum D11-4-19, Regulations Respecting the Determination of When 
Goods Are Entitled to the Benefits of the United States Tariff, Mexico Tariff or 
Mexico-United States Tariff 

Memorandum D11-5-1, Rules of Origin 

Memorandum D17-1-1, Presentation and Processing of Accounting Documentation 
and the Examination of Goods 
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@ Memorandum D11-3-1, Determination of Country of Origin for the Purposes of 
Marking Goods Regulations 


1 For more information on time limits for claiming NAFTA tariff treatments, see 
Chapter 5, "Post Importation Claims and Corrections," or Chapter 7, "Review and 
Appeal." 


2 For more information on refunds and corrections, see Chapter 5, "Post Importation 
Claims and Corrections." 


3 See the glossary. 


4 For additional information on the rules of origin, see the guide called Revenue Canada 
Customs, NAFTA Rules of Origin. 


5 See the glossary. 


6 This requirement is 60% when the transaction value method is used, or 50% when the 
net cost method is used. 


7 This condition is 60% when the transaction value method is used, or 50% when the 
net cost method is used. 


8 The company may also be liable to the Canadian importer for the additional duties that 
were not anticipated because of the exporter’s or producer’s representation that the 
goods were eligible for NAFTA. 
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Since Canada’s marking requirements are detailed, especially for goods imported from 
NAFTA countries, this chapter is divided into five sections: 

@ A: General 

B: Goods to be marked 

C: Exemptions 

D: Method and manner 

E: Containers 


Section A: General 


1. Introduction 


In Canada, certain imported goods must indicate to the ultimate purchaser the country 
in which the goods were made. For goods imported from a NAFTA country, the 
ultimate purchaser is the last person in Canada who purchases the goods in the form 
in which they are imported, whether or not that purchaser is the last person to use the 
goods in Canada. 


When goods are imported from a non-NAFTA country, the marking should indicate 
to the ultimate purchaser (or when there is no ultimate purchaser, to the ultimate 
recipient) the country of origin of the goods. The ultimate recipient is the last person 
in Canada who receives the goods in the form in which they are imported. 


The requirement for country-of-origin marking is not the same as Canadian labelling 
requirements that deal with consumer packaging, or textile labelling requirements for 
food and textile products. For example, Industry Canada’s regulations require that 
certain product-specific information, such as the fibre content of wearing apparel, be 
placed on a product. 


This chapter deals primarily with NAFTA marking provisions. To help importers, 
exporters, and producers understand the Canadian marking program, information on 
non-NAFTA marking requirements is included. 


With the implementation of NAFTA between Canada, the United States, and Mexico, 


new country-of-origin marking requirements for goods imported into Canada from 
NAFTA countries were introduced. Also, there have been changes to the marking 
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requirements for goods from countries that are not part of NAFTA. Here are some of 

Pe highlights of the changes prompted by NAFTA: 
importers, exporters, or producers can request advance rulings from Revenue 
Canada on marking issues; 

@ the country of origin will be determined by individual marking rules of origin, 
based on tariff classification change of components of the final product; 

@ importers, exporters, or producers can request reviews or file appeals of Revenue 
Canada’s marking determinations, redeterminations, or advance rulings; 

® civil penalties can be imposed; and 

@ Canada will exchange information on marking issues with Mexico and the United 
States. 


For details of the legislative authority for marking, see section 63.1 of the Customs 
Tariff Act, and sections 35.01, 35.02, 43.1, 57.01, 61, 63, 64, 67, 68, and 159.1 of 
the Customs Act. 


2. Purpose 


This section explains the general guidelines for: 
country-of-origin marking rules; 
determinations and redeterminations; 
advance rulings; | 

requests for review and appeals; 

penalties; and 

authorization to mark goods in Canada. 


3. Persons affected 


Importers, exporters, and producers are affected by marking requirements. 


4. Country-of-origin marking rules 


For goods imported into Canada from a NAFTA country, country-of-origin marking 
rules are used to determine the country of origin to be marked on the goods. These 
rules are new under NAFTA and apply only to NAFTA goods. For goods imported 
from a non-NAFTA country, the country of origin is the country where the goods 
were substantially manufactured. 


Do not confuse marking rules with the rule-of-origin rules, which determine if a 
good originates in a NAFTA country or countries and are subject to preferential tariff 
rates. However, for textile, apparel, and agricultural products, the marking rules are 
also used to determine whether Mexican or U.S. tariff treatment applies. 
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To determine the country of origin’ of goods imported from a NAFTA country, the 

following criteria, although not all-inclusive, can be used as a guide. Generally, the 

country of origin is the country where: 

@ the goods are wholly obtained or produced; 

@ the goods are produced exclusively from domestic materials; 

@ the foreign materials incorporated into the goods undergo a specific marking tariff 
classification change; or 

@ the single material that gives the goods their essential character was produced. 


5. Determinations and redeterminations 


A marking determination or redetermination is a written decision from Revenue 
Canada indicating whether or not the goods imported into Canada have been marked 
according to the requirements. Marking determinations and redeterminations apply 
only to goods imported from Mexico and the United States. 


Basically, a decision is based on the answers to three questions: 

@ Do the goods have to be marked with their country of origin? 
@ Was the correct country of origin marked on the goods? 

@ Are the method and manner used to mark the goods acceptable? 


Revenue Canada usually has to give a marking determination no later than 30 days 
after receiving the accounting documents. A request for a marking redetermination 
must be submitted no later than 90 days after the date the Department makes a 
marking determination. 


Generally, there are two instances when Revenue Canada can extend the time period 
for making a redetermination to two years. In the first instance, the Department 
concludes that the importer, exporter, or producer has not complied with a notice of 
non-compliance, or a determination or redetermination. In the second instance, a 
request for review of the marking determination or redetermination has been made no 
later than one year after receiving a determination or redetermination (see paragraph 7 
of this section, "Requests for review and appeal"). 


6. Advance rulings 


NAFTA advance rulings” are binding decisions that Revenue Canada issues on a 
variety of topics, one of which is marking. Importers, exporters, or producers can 
request, in writing, an advance ruling on a country-of-origin marking issue for goods 
to be imported from a NAFTA country. The request can be based on one or more of 
the marking questions specified in paragraph 5 of this section, "Determinations and 
redeterminations." 
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Revenue Canada issues rulings no later than 120 days after it receives all necessary 
information. The Department also exchanges information on all types of advance 
rulings with the customs administrations of Mexico and the U.S. 


7. Requests for review and appeal 


If an importer, exporter, or producer does not agree with Revenue Canada’s marking 
determination, redetermination, or advance ruling, that person can ask for a review of 
the decision by the Deputy Minister of Revenue Canada. 


A person requesting a review of a marking determination,’ redetermination, or 
advance ruling has to file the request with the Revenue Canada office that made the 
decision no later than 90 days after the person received notice of the decision or, 
when the Minister deems it advisable, no later than one year after the original 
determination or advance ruling was made. In exceptional cases only, and according 
to strict criteria, a person can request a review up to two years after the original 
determination or advance ruling was made. 


If a person is not satisfied with a marking redetermination the Deputy Minister made, 
that person can appeal the decision to the Canadian International Trade Tribunal 
(CITT) by filing a notice of appeal to the Deputy Minister of Revenue Canada and to 
the CITT. The person has to file the appeal no later than 90 days after receiving the 
Deputy Minister’s decision. If the person is not satisfied with the CITT decision, that 
person can appeal the decision to the Federal Court of Canada no later than 90 days 
after receiving the decision. 


8. Penalties 


If a person fails to mark goods according to the marking requirements, Revenue 
Canada may impose civil and criminal penalties for goods imported from both 
NAFTA and non-NAFTA countries. 


These civil penalty provisions apply as follows: 

@ For goods imported from a NAFTA country, a person is liable to a civil penalty 
of $250 for each failure to comply with the marking requirements, after the first 
infraction. If such goods are marked in a deceptive manner, the $250 penalty 
will be assessed on the first infraction. 

@ For goods imported from a non-NAFTA country, a person is liable to a civil 
penalty of $250 for each failure to comply, including the first infraction. 

@ When an infraction occurs, a notice of non-compliance will be issued. 

@ Every person who fails to comply with a notice of non-compliance issued by 
Revenue Canada is liable to an additional penalty of up to $2,000. 
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Criminal penalties apply to everyone who: 

@ marks the goods in a deceptive manner that could mislead another person as to 
the correct country of origin of the goods; or 

@ alters, defaces, removes, or destroys a mark on imported goods, with the intent 
to conceal the information given by the mark. 


9. Authorization to mark goods in Canada 


Under certain conditions, Revenue Canada can grant authorization to importers to 
mark imported goods before they are released from customs. These provisions apply 
to NAFTA and non-NAFTA countries. 


Importers have to meet the following conditions before Revenue Canada will give 

approval to mark goods in Canada: 

@ the goods cannot be imported as mail; 

@ importers were not issued a notice of non-compliance for similar or identical 
goods more than 30 days and less than two years before they imported the goods; 

@ importers have to give written notification to Revenue Canada that they will mark 
the goods in Canada; and 

@ transfer of ownership of the goods cannot take place until the importers properly 
mark the goods. 


If Revenue Canada grants authorization, the goods can be marked at the following 

locations: 

@ a Revenue Canada office, if there are no space limitations; 

@ a bonded warehouse; or 

@ the importer’s premises (importers will need a bonded warehouse license to mark 
the goods at this type of location). 


10. Additional information 


For more information, see the following publications: 

@ Memorandum D11-3-1, Marking of Imported Goods 

@ Memorandum D11-3-2, Marking Determination/Redetermination of Goods 
Imported from a NAFTA Country 

® Customs Notices 842 and 843, New Country-of-Origin Marking Program 

@ Memorandum D11-4-16, Advance Rulings 
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Section B: Goods to be marked 


1. Introduction 


NAFTA has not substantially changed the 60 classes of goods that require 
country-of-origin marking when they are imported into Canada. The list of goods that 
need to be marked includes NAFTA and non-NAFTA goods. 


Certain types of goods, or goods imported under specific conditions, may be exempt 
from the country-of-origin requirements. New exemptions have been introduced for 
goods imported from a NAFTA country. However, exemptions that apply to non- 
NAFTA goods have not changed. Goods, or their containers, that are imported from 
NAFTA countries for which there will be no ultimate purchaser do not have to show 
their country of origin. See "Section C - Exemptions" for details on exemptions. 


For details on the legislative authority for goods that require country-of-origin 
marking, see paragraph 63.1(1)(a) of the Customs Tariff Act. 


2. Purpose 


This section lists the classes of goods that require country-of-origin marking. 


3. Persons affected 


Importers, exporters, and producers are affected by marking requirements. 


4. List of goods to be marked 


The list is divided into the following categories: 
Goods for personal or household use 
Hardware 

Novelties and sporting goods 

Paper products 

Wearing apparel 


Sela eacaha ae SAP 


An additional section on containers has been added to the list of goods imported from 
NAFTA countries that need marking. Detailed information on containers is in 
"Section E - Containers." 
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List of goods to be marked 
Goods from a NAFTA or non-NAFTA country 


The following goods are required to be marked with their country of origin whether 
they are imported from a NAFTA or a non-NAFTA country. 


1. Goods for personal or household use 


1. Bakeware and cookware made of aluminum 

2. Bakeware and cookware made of cast iron 

3. Bath mats, towels, and wash cloths, knitted or woven 
4. Batteries, dry cell 

5. Blankets 

6. Brushes, including toothbrushes and handles therefor 
7. Candles 

8. 


Cards, the following: credit and identification, made of any material 

having a diameter or side exceeding 2inch in width and imported in 

sheet form or otherwise 

9. Chrome-plated ware and utensils for use in serving food and beverages 

10. Cigar and cigarette lighters, except lighters for incorporation into motor 
vehicles 

11. Clocks and movements, except clocks and movements for use as original 
equipment by motor vehicle manufacturers 

12. Containers, thermostatic, the following: carafes, flasks, jars, jugs, and 
vacuum bottles, and refills or inserts therefor 

13. Cutlery, chrome-plated or stainless steel 

14. Dishes and ornaments made of china, earthenware, ironstone, porcelain, 
semi-porcelain, stoneware, or white granite 

15. Electronic equipment, the following: phonographs, radio receiving sets, 
radio-phonograph sets, radio-phonograph-television sets, record players, 
tape recorders, and television receiving sets 

16. Ironing board covers and pads 

17. Kitchenware made of metal or plastic, coated, lithographed, painted, or 
otherwise, the following: bread boxes, cake humidors, canisters, foil and 
paper dispensers, range sets, serving ovens, and step-on waste cans 

18. Knives, the following: jack, pen and pocket; scissors and shears 

19. Lawn mowers (powered) 

20. Matches in books, boxes, or folders 

21s Penetls 

22. Pens, the following: ball point and fountain; and nib penholders 

23. Pillowslips and sheets made of cotton 

24. Razor blades (safety type) 

25. Thermometers 
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26. Tiles, glazed, unglazed, and ceramic mosaic, the following: hearth, 
floor, and wall 

27. Umbrellas 

28. Utensils, kitchen type, and chrome-plated or stainless steel 

29. Watch bracelets (expansion type) 


2. Hardware 

1. Caps, made of metal, lithographed, or printed, for containers, the following: 
lug, screw, and vacuum 

2. Copper tubing 

3. Drapery I-beam rails, made of aluminum, brass, steel, or other metals, or 
plastic and component parts thereof 

4. Electrical measuring devices for panel mounting designed to indicate 
alternating or direct current microamperes, milliamperes, or amperes, 
millivolts, volts, or kilovolts and such other variables as pressure, 
resistance, and temperature that may be translated into alternating or 
direct current or voltage 

5. Glass in panes or sheets, the following: common or colourless window, 
laminated, plate, and sheet 

6. Goods made of porcelain for electrical use 

7. Files and rasps 

8. Sink strainers (basket type) 

9. Tubes, electronic 

10. Twines, the following: baler and binder 

11. Wire insect screening 

12. Iron or steel pipes and tubes 


3. Novelties and sporting goods 

Articles in the style of Indian handicrafts 

Athletic gloves and mitts, including baseball and hockey gloves and mitts 

Bicycles 

Decorations, novelties, and ornaments 

Enamelled emblems and silver-plated or sterling silver bracelets, 

brooches, pins, and spoons, all designed as souvenirs of Canada, its 

provinces, territories, cities, towns, or other geographical locations 

6. Gift wrappings, the following: bindings, braids, ribbons, tapes, ties and 
trimmings, made chiefly or wholly of textile fibres 

7. Toys, games, and athletic and sporting goods 


4. Paper products 
1. Boxes and cartons, empty folding or set-up, made of paper, paper board, 
plain or corrugated fibre, or fibre board, for use as shipping containers 
2. Paper matter and products, lithographed or printed 
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5. Wearing apparel 


i 


3 


8. 
o: 


Boots, shoes, and slippers 

Brassieres, corselettes, garter belts, girdles, and lacing corsets 

Fabrics, braided or woven, containing rubber yarns, not exceeding 12 
inches in width; boot and shoe laces 

Gloves made partially or wholly of leather 

Hair pieces, the following: wigs, half wigs, switches, postiches, pony 
tails, toupees, and other types of hair pieces designed to be worn on the 
head of a person 

Handbags and purses, except handbags and purses made of beads, metal 
mesh, or similar material 

Hats, including berets, bonnets, caps, and hats, hoods and shapes made 
of fur felt, wool felt, and wool-and-fur felt 

Knitted garments 

Raincoats and rainwear made of plastic 


10. Wearing apparel made wholly or substantially of natural or synthetic 


textile fibres. 


6. Containers (only applicable to goods imported from NAFTA countries) 


ils 


De 
3: 


Outermost usual containers of goods that are referred to in items 10, 11, 12, 
13, or 18 of list of exemptions in "Section C - Exemptions" 

Containers in which empty usual containers are imported 

Usual containers that are imported filled, unless the goods they contain 

are marked in accordance with the Marking of Imported Goods 

Regulations. 


5. Additional information 


For more information, see the following publications: 
@ Customs Notices N842 and 843, New Country-of-Origin Marking Program 
@ Memorandum D11-3-1, Marking of Imported Goods 
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Section C: Exemptions 


1. Introduction 


Certain types of goods, or goods imported under specific conditions, may be exempt 
from country-of-origin marking. There are 24 exemptions that apply to goods 
imported from a NAFTA country. Of these exemptions, 17 are new, and 7 were in 
effect before NAFTA. The 7 exemptions also apply to goods imported from non- 
NAFTA countries. 


The list of NAFTA exemptions includes several references to the ultimate purchaser. 
As stated in "Section A - General," the ultimate purchaser is usually the last person in 
Canada who purchases the goods in the form in which they are imported, whether or 
not that purchaser is the last person to use the goods in Canada. 


For details on the legislative authority for exemptions, see paragraph 63.1(1)(a) of the 
Customs Tariff Act. 


2. Purpose 


This section outlines the exemptions from country-of-origin marking requirements that 
apply to goods imported from NAFTA and non-NAFTA countries. 


3. Persons affected 


Importers, exporters, and producers are affected by marking requirements. 
4. Exemption 


Goods exempt from marking 


A) Goods from a non-NAFTA country 

Donations for charitable purposes and not for the purpose of sale 

Gifts or bequests 

Antiques 

Used goods, with the exception of iron or steel pipes and tubes 

Goods for the exclusive use of the importer or that importer’s employees 
and not for resale to the general public, with the exception of iron or 
steel pipes and tubes 


AWN 
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6. Goods that are imported under tariff item numbers 9808.00.00, 9809.00.00, 

or 9810.00.00 of Schedule I to the Customs Tariff 

9808.00.00: articles for the personal or official use of representatives of foreign 
countries and of Her Majesty’s Governments, and for the personal 
use of their families, suites or servants, under regulations 
prescribed by the Governor in Council; 

9809.00.00: articles for the use of the Governor General; 

9810.00.00: arms, military stores, munitions of war and other goods the 
property of and to remain the property of a country entitled to the 
benefit of the British Preferential Tariff designated by the Governor 
in Council or of a foreign country that is a party to the North 
Atlanti¢ Treaty and is designated by the Governor in Council; 
goods consigned to military service agencies and institutions 
designated by the Governor in Council where the goods are for the 
personal use of or consumption by nationals of countries designated 
under this heading who are employed in defence establishments of 
those countries in Canada. 

7. Goods imported for subsequent exportation from Canada, with the 

exception of iron or steel pipes and tubes 


B) Goods from a NAFTA country 


1. Goods for charitable purposes and not for the purpose of sale 

2. Goods that are gifts or bequests 

3. Goods that are antiques, or goods produced more than 20 years prior to 

importation 

4. Used goods, with the exception of iron or steel pipes and tubes 

5. Goods that are for the exclusive use of the importer or that importer’s 

employees and not for resale to the general public, with the exception of iron 
or steel pipes and tubes 

6. Goods imported for use by the importer and not intended for sale in the form 

in which those goods were imported 

7. Goods that are imported under the following tariff item numbers 9808.00.00, 

9809.00.00, or 9810.00.00 of Schedule I to the Customs Tariff 

9808.00.00: articles for the personal or official use of representatives of foreign 
countries and of Her Majesty’s Governments, and for the personal 
use of their families, suites or servants, under regulations 
prescribed by the Governor in Council; 

9809.00.00: articles for the use of the Governor General; 

9810.00.00: arms, military stores, munitions of war and other goods the 
property of and to remain the property of a country entitled to the 
benefit of the British Preferential Tariff designated by the Governor 
in Council or of a foreign country that is a party to the North 
Atlantic Treaty and is designated by the Governor in Council; 
goods consigned to military service agencies and institutions 
designated by the Governor in Council where the goods are for the 
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personal use of or consumption by nationals of countries designated 
under this heading who are employed in defence establishments of 
those countries in Canada. 
Goods that are imported for subsequent exportation from Canada, with the 
exception of iron or steel pipes and tubes 
Goods, for purposes of temporary duty-free admission, that are in transit or 
in bond or otherwise under customs administration control 


. Goods that are incapable of being marked 
. Goods that cannot be marked prior to exportation without causing injury to 


those goods 


. Goods that cannot be marked except at a cost that is substantial in 


relation to their customs value so as to discourage their exportation 


. Goods that cannot be marked without materially impairing their function or 


substantially detracting from their appearance 


. Goods that are in a container that is marked in a manner that will reasonably 


indicate the goods’ origin to the ultimate purchaser 


. Goods that are crude substances 
. Goods that are to undergo production in Canada by the importer, or on that 


importer’s behalf, in a manner that would result in the goods becoming goods 
of the country of origin, which is Canada 

Goods in respect of which, by reason of their character or circumstances of 
their importation, the ultimate purchaser would reasonably know their 
country of origin even though these goods are not marked with country of 
origin 

Goods that are imported without the required marking and cannot be marked 
after their importation except at a cost that would be substantial in relation to 
their customs value, provided that the failure to mark those goods before 
importation was not for the purpose of avoiding compliance with the 
requirement 

Goods that are original works of art 

Goods that are classified under subheading number 6904.10 (ceramic building 
bricks), or subheading number 85.41 (diodes, transistors, and similar 
semi-conductor devices (includes photosensitive)), or 85.42 (electronic 
integrated circuits and microassemblies) and satisfy any other applicable 
requirements of these Regulations 

Goods in respect of which there is no ultimate purchaser 

Goods that are usual containers and that are imported empty 

Goods that are usual containers that are imported filled with goods that are 
marked in accordance with the Marking of Imported Goods Regulations 
Goods that are containers that contain goods in respect of which there is no 
ultimate purchaser. 
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5. Additional information 
For more information, see the following publications: 


@ Customs Notice N842 and 843, New Country of Origin Marking Program 
@ Memorandum D11-3-1, Marking of Imported Goods 
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Section D: Method and manner 


1. Introduction 


Importers who bring goods into Canada from both NAFTA and non-NAFTA 
countries usually have to clearly mark the goods to indicate the country of origin 
(e.g., "Made in Mexico," "Produced in U.S.A.," or "Printed in Australia"). The 
marking indicates to the ultimate purchaser or ultimate recipient in Canada the 
country of origin of the goods. 


Any method of marking that remains on the good or its container (when applicable) 
until the product reaches its ultimate purchaser or ultimate recipient is acceptable. In 
most cases, the method and manner of marking that is acceptable depends on the 
nature of the good. 

For legislative information on the method and manner of marking, see subsection 


63.1(2) of the Customs Tariff, and sections 3 to 12 of the Marking of Imported Goods 
Regulations. 


2. Purpose 


This section outlines the method and manner in which goods have to be marked. 


3. Persons affected 


Importers, exporters, and producers are affected by the methods and manner of 
marking requirements. 


4. Method and manner 


4.1 Language 


For goods imported from a NAFTA country, the country of origin can be 
indicated in English, French, or Spanish. 


For goods imported from a non-NAFTA country, it is acceptable to mark the 
country of origin in either English or French. 
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4.2 Country-of-origin reference 


In general, when marking goods from both NAFTA and non-NAFTA countries, 
the name of the country of origin should be clearly indicated. The acceptable 
wording that can be used to show the country of origin for marking purposes is 
either the name of the country alone, or the name of the country preceded by an 
expression like "Made in...," "Produced in...," or "Printed in...." In the past, it 
was acceptable to use municipal, provincial, or state names. However, now the 
name of the country has to be cited for NAFTA and non-NAFTA goods. 


4.3 Abbreviations 


An abbreviation for the country of origin can be used, as long as it clearly 
reflects the country of origin (e.g., U.S.A., Luxembg, Singpor). In some 
instances, short country names cannot be abbreviated if it may be more difficult 
for the ultimate purchaser or ultimate recipient to determine the name of the 
country. 


4.4 Legible, permanent, and conspicuous 


Generally, the country-of-origin marking reference will be legible, sufficiently 
permanent, and capable of being easily seen during normal handling of the goods 
or their container. For NAFTA goods, Revenue Canada will accept any 
reasonable method of marking that remains on the product or, in some cases, its 
container, until the product reaches the ultimate purchaser. For non-NAFTA 
goods, Revenue Canada will accept any reasonable method of marking that 
remains on the product until the product reaches the ultimate purchaser or, if 
there is no ultimate purchaser, the ultimate recipient. The following are examples 
of acceptable methods of marking: 

cast-in-mould lettering 

etching 

decalcomania transfer 

labels (sewn-in or adhesive) 

die stamping 

printing 

embossing 

stencilling 

engraving 

tags 


There are special provisions for iron or steel pipes and tubes, paper products, and 
containers. For details on provisions about steel pipes and tubes, and paper 
products, see paragraph 5, "Special provisions." For details on provisions for 
containers, see "Section E - Containers." 
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4.5 Close proximity 


To avoid confusion about the country of origin of the goods, if the words 
Canada or Canadian appear on the goods either spelled in full or abbreviated, 
the country of origin may have to appear in close proximity to that reference, and 
may have to be preceded by such words as "Made in," "Produced in," or 
"Printed in." The same provision applies if any other country or place name 
appears, other than that of the country of origin. For this provision to apply, the 
presence of these words referring to other geographic locations must be expected 
to mislead the ultimate purchaser or ultimate recipient. 


5. Special provisions 


There are provisions for the marking of iron or steel pipes and tubes, and printed or 
lithographed paper products. 


5.1 Iron or steel pipes and tubes 


The acceptable methods of marking for iron or steel pipes and tubes are: 
@ paint stencilling; 

die stamping; 

cast-in-mould lettering; 

etching; and 

engraving. 


Each imported bundle of iron or steel pipes or tubes with an inside diameter of 
4.8 cm (1.9 inches) or less has to be tagged or labelled. 


Iron or steel pipes and tubes that have a critical surface finish (e.g., ornamental 
products) can be marked by: 

@ tagging or labelling each pipe or tube; or 

@ tagging or labelling each bundle of pipes or tubes. 


There are exemptions to the marking of iron or steel pipes and tubes. A pipe or 
tube is exempted from the country-of-origin marking requirements if it is: 

@ intended for use as a part; 

@ intended for use as a casting or mould in a manufacturing process; 

© imported for use as original equipment in certain motor vehicles; or 

@ made up of more than 50% of a material other than iron or steel. 
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5.2 Paper products 
There are also provisions for marking certain paper products. Country-of-origin 
marking for goods that are printed or lithographed paper products should not be 


smaller than 1.6 mm (1/16th of an inch). Also, the marking must be in a colour 
that is as bold as any other characters or images on the product. 


6. Additional information 


For more information, see Memorandum D11-3-1, Marking of Imported Goods. 
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Section E: Containers 


1. Introduction 


As a result of NAFTA, new provisions have been introduced for the marking of 
containers imported from a NAFTA country, or containers in which NAFTA goods 
are imported. 


2. Purpose 
This section explains the provisions that apply to the marking of containers. 


3. Persons affected 


The following persons may be affected by the marking requirements for containers: 
@ Canadian importers; 

@ Mexican and U.S. exporters; and 

@ Mexican and U.S. producers. 


4. Marking of containers 


4.1 Containers of exempt goods 


As explained in Section C, certain goods, or goods imported under specific 
conditions, do not need to be marked. However, for several NAFTA exemptions, 
the outermost usual containers must show the country of origin of the goods 
inside. As specified in the glossary, "outermost usual containers are shipping 
containers used to transport goods." In some cases, goods may reach the ultimate 
purchaser in the outermost usual shipping container. 


Marking on the outermost usual container is required for goods imported under 

one of the following NAFTA exemptions: 

® goods that cannot be marked (exemption 10); 

@ goods that cannot be marked before being exported without injuring the 
goods (exemption 11); 

@ goods that are so expensive to mark in relation to their customs value that 
marking them would discourage their exportation (exemption 12); 

@ goods that cannot be marked without materially impairing their function or 
substantially detracting from their appearance (exemption 13); and 

@ goods that are imported without the required marking and cannot be marked 
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after being imported except at a cost that would be substantial in relation to 
their customs value, as long as the failure to mark those goods before they 
are imported was not for the purpose of avoiding compliance with the 
requirement (exemption 18). 


4.2 Containers imported filled 


When goods need to be marked, as specified in the "List of goods to be marked" 
in section B, the country of origin can appear on the usual container (point-of-sale 
packaging), if this is the manner in which the ultimate purchaser buys the good. 
However, if the country of origin does not appear on the usual container of such 
a good, the country of origin has to appear on the good and the usual container 
must be easy to open for inspection, or the marking of the contents has to be 
visible through the usual container. 


4.3 No ultimate purchaser 


Goods or their containers imported from NAFTA countries for which there will 
be no ultimate purchaser do not have to show their country of origin. See 
"Section C - Exemptions" (Appendix A, NAFTA exemption 21) for details. 


5. Additional information 


For more information, see the following publications: 
@ Customs Notice N843, New Country of Origin Marking Program 
@ Memorandum D11-3-1, Marking of Imported Goods 


1. For more information on country-of-origin marking rules, see Revenue Canada 
Notice 843, New Country-of-Origin Marking Program. 


2 See Chapter 3: Advance Rulings. 


3. See Chapter 7: Review and Appeal. 
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1. Introduction 


A NAFTA advance ruling is a written statement from Revenue Canada expressing 
how it will interpret specific provisions of NAFTA concerning goods being imported 
into Canada from another NAFTA country. By obtaining the advance ruling, the 
person applying for the ruling (the applicant) can be sure of any effect NAFTA will 
have on a proposed importation. Revenue Canada will issue the advance ruling within 
120 days of receiving complete information from the applicant. Revenue Canada 
honours all the rulings it issues, unless certain circumstances require that a ruling be 
modified or revoked. 


The legislative provisions which cover advance rulings are sections 43.1 and 63 of the 
Customs Act. 


2. Purpose 


This chapter outlines the procedures applicants should follow to request an advance 
ruling. 


3. Eligible applicants 


An application for an advance ruling on goods proposed to be imported into Canada 

may be made by the following classes of persons: 

® importers, who are Canadians importing the goods; 

@ producers in Mexico or the United States (U.S.), who are the persons who 
produce the goods or materials that are incorporated into the goods; 

® exporters in Mexico or the U.S., who are the persons exporting the goods to 
Canada; or’ 

@ authorized agents of importers, producers, or exporters. 


4. Subject matter 


4.1 Questions the applicant can ask 


For goods from another NAFTA country, Revenue Canada will issue an advance 
ruling on the following topics: 

e originating goods; 

e rules of origin; 
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originating goods; 
rules of origin; 
tariff treatment; and 
marking. 


Originating goods 


Applicants can ask whether the good qualifies as originating in the NAFTA 
territory, and therefore qualifies for preferential tariff treatment. For NAFTA 
purposes, originating describes those goods that have had enough processing in 
Canada, Mexico, or the U.S. to be eligible for favourable customs duty rates. 


Rules of origin 
Rules of origin establish which goods originate in the NAFTA territory. Two 


frequently cited rules are the tariff classification change and the regional-value- 
content (RVC) requirement. The applicant can ask whether: 


e non-originating materials used in the production of the good undergo a 
suitable change in tariff classification; 

e the good satisfies an RVC requirement; or 

® a specific cost allocation or valuation method can be used when calculating 
the RVC. 


Tariff treatment 


Applicants can request a ruling on whichever of the three NAFTA tariff 
treatments an originating good qualifies for. Canada has different tariff treatments 
and duty rates for Mexican NAFTA goods, U.S. NAFTA goods, and NAFTA 
goods produced jointly in the U.S. and Mexico. 


Marking 


Applicants can ask whether a good has to be marked with the country of origin, 
what country must be marked on the goods, and the method and manner of 
marking. 


If the applicant’s question does not fall within the scope of the above categories, 
Revenue Canada may respond with a National Customs Ruling (NCR) rather than 
an advance ruling. For instance, questions regarding tariff classification and value 
for duty are answered by NCRs. For more information on NCRs, see Customs 
Memorandum D11-11-1, National Customs Rulings. 
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4.2 Exclusions 


The following are some of the circumstances under which Revenue Canada can 

refuse requests for advance rulings: 

e if it is not possible to determine all the material facts (only after the 
Department receives complete information from the applicant will it 
consider an advance ruling); 

e if any person has made a request for redetermination of the origin or 
marking determination for identical goods (Revenue Canada will not 
accept a request for an advance ruling on the same issue until after it has 
made a decision about the redetermination); 

e if the issue is before the Canadian International Trade Tribunal (CITT), 
the courts, the Free Trade Commission, or any bodies established under 
these organizations; 


© if an advance ruling request covers more than five separate products 
produced by a single producer; and 
e if an advance ruling request solely concerns goods which have already 


been imported into Canada. 


In these circumstances, Revenue Canada will inform the applicant of the reasons 
why it will not issue an advance ruling. 


5. How to request an advance ruling 


5.1 Information required 


Revenue Canada requires applicants to submit advance ruling requests in writing 
that contain both the mandatory and the appropriate specific information listed 
below. If the applicant does not provide all the necessary information, Revenue 
Canada will either be delayed in issuing the advance ruling, or will reject the 
request. 


5.1.1 Mandatory information 


Revenue Canada publishes Form B227, Request for Advance Ruling or for an 
Appeal of an Advance Ruling, on which applicants can provide all the 
mandatory information the Department needs (see paragraph 10, "Additional 
information"). This information helps the Department define the type of 
questions applicants are presenting for a ruling. Although using Form B227 is 
not mandatory, the Department suggests that applicants submit it to expedite the 
processing of the advance ruling. If applicants do not want to use this form, 
they can provide the following information in a letter: 
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name, address, class of the applicant (the classes are outlined in paragraph 
3, "Eligible applicants"), and importer number(s), if applicable; 

full name and address of the applicant’s client, if the applicant is acting as 
an agent of an importer, producer, or exporter; 

the name, telephone number, and fax number of a person that Revenue 
Canada can contact if it needs additional information to process the 
application; 

the importer’s name and address, if known (if not, identify the Revenue 
Canada regional office that serves the area of Canada where the applicant 
ships goods, or the area where most of the applicant’s Canadian customers 
are located); 

the issue on which the applicant is seeking a ruling (be as specific as 
possible - the applicant can include an opinion as to what the ruling should 
be, along with the reasoning for this conclusion); 

a statement explaining the appeal status of the goods to the applicant’s 
knowledge (i.e., either that the issue is not being appealed before any 
NAFTA customs administration, court, or administrative tribunal, or that 
an appeal is under way, plus a description of its nature); 

a statement that, to the applicant’s knowledge, the facts and circumstances 
described in the letter and any attachments are accurate, and all the 
relevant information has been provided; and 

a statement about whether the applicant has previously requested advice or 
a ruling on this issue from Revenue Canada, or from the customs 
administration of another NAFTA country and, if so, the result of that 
previous request. 


5.1.2 Specific information 


In addition to the mandatory information, applicants must provide Revenue 
Canada with all the information they consider relevant to the request. 
Depending on the question they are asking in the request for an advance ruling, 
this information might include the following: 


a complete description of the good to be imported into Canada, including 
the harmonized system tariff classification number; 

a summary of the processing steps and the materials needed to produce the 
good; 

the specific location where each step in the processing took place; 

the harmonized system tariff classification number for, and a description 
of, any material that crossed over the Mexico-U.S. border, or that was 
imported into Canada, Mexico, or the U.S. from any other country at any 
stage in the production process; 
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@ a description of any good obtained in Canada, Mexico, or the U.S. from a 
supplier who has not given the applicant written confirmation that it is an 
originating good; 

@ if any materials or subassemblies undergo joint processing in Mexico and 
the U.S., their value at each time they cross the Mexico-U.S. border (this 
is only required if it necessary to determine which of the NAFTA tariff 
treatments would apply); and 

@ if the good is subject to an RVC requirement: 

- the transaction value of the good exported to Canada adjusted to a free- 
on-board (F.O.B.) basis; 

- the value of all materials that do not originate in Canada, Mexico, or the 
Use 

- the value of all materials obtained from a supplier who has not given the 
applicant written confirmation that the material is an originating 
material; and 

- the value of all materials that are of unknown origin. 


The above list is only illustrative of the type of information Revenue Canada 
may need to make an advance ruling. 


5.2 Additional information required 


If Revenue Canada needs additional information from applicants during its 
evaluation of the advance ruling request, it will notify the applicants and allow 
them 30 calendar days from the day of the notice to provide the necessary 
information. If the Department does not receive a response within the allotted 
time period, it will treat the request as withdrawn. 


5.3 Addressing the request 


Applicants should send advance ruling requests by registered mail to the Chief, 
Rulings and Appeals, Trade Administration Division, of a Revenue Canada 
regional office. If applicants have an office located in Canada, they should send 
their requests to the regional office that serves that area. If applicants do not have 
a Canadian office, they should send their requests to the regional office that 
serves the area where the importations will occur, or where most of the importers 
or potential importers of the good are located. 


Applicant should mark the request letter "Attention: Advance Ruling Request." 
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5.4 Language 


Applicants must present all advance ruling requests in English or French. Form 
B227 is available in either language. 


5.5 Time of processing 


Revenue Canada issues advance rulings within 120 days of receiving all necessary 
information. If the Department does not receive all necessary information with 
the application, it will request further information and the 120-day period will 
begin as soon as the Department receives a satisfactory response. Therefore, it is 
important that applicants provide all the relevant material facts and circumstances 
in their requests. 


If applicants submit requests with complete information less than 120 days before 
the importation at issue, Revenue Canada cannot guarantee that it can issue an 
advance ruling before the importation occurs. 


5.6 Validity of ruling 


An advance ruling is valid from its effective date - usually the date of issue - to 
the date, if any, when the circumstances under which the ruling was made 
change. When this happens, Revenue Canada can modify or revoke a ruling that 
no longer applies (see paragraph 7, "Modifications and revocations"). 


In most cases, any modification or revocation Revenue Canada makes only affects 
importations that occur after the date the Department modifies or revokes the 
ruling. Revenue Canada will only modify or revoke the ruling retroactively in 
certain limited circumstances, such as when the person to whom the advance 
ruling is issued has not acted according to the terms and conditions of the ruling. 


Revenue Canada will postpone the effective date of a modification or revocation 
of the ruling for up to 90 days, if applicants relied in good faith on the original 
ruling to their detriment. Applicants must write to the trade administration officer 
who issued the modification or revocation to request this extension. 


5.7 Goods covered by a ruling 


Once it issues an advance ruling, Revenue Canada assigns a number to the ruling, 
which is called an advance ruling number. Applicants can note their advance 
ruling number on the Certificate of Origin, the Revenue Canada customs invoice, 
or in the description field on the B3 accounting document. With this number, 
Revenue Canada officers can find and read the ruling in their computer system. 
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Documenting the advance ruling number is important, since it ensures that 
Revenue Canada will recognize the imported goods as being covered by an 
advance ruling. 


6. Precedence 


An advance ruling will take precedence over any other decisions Revenue Canada has 
made, such as a National Customs Ruling, advice, or opinion, as long as the ruling, 
advice, or opinion deals with the identical subject matter covered by the advance 
ruling. 


7. Modifications and revocations 


At any time, Revenue Canada can review an advance ruling to establish its continued 

validity. The circumstances which may prompt the modifying or revoking of an 

advance ruling include the following: 

@ the ruling is based on an error of fact or an error in the application of the facts 
(e.g., tariff classification, regional value content, or qualifying good); 

@ the ruling is not consistent with the intentions of NAFTA or any modifications 
made to NAFTA that all parties have agreed to; 

@ there is a change in the material facts or circumstances on which the ruling is 
based; 

@ the exporter or producer has not complied with the terms and conditions of the 
advance ruling; 

@ the exporter’s or producer’s operations are not consistent with the material facts 
and circumstances on which the advance ruling is based; and 

@ the values or costs submitted by the applicant for the purpose of obtaining the 
regional value content were incorrect. 


8. Review 


If applicants do not receive a favourable advance ruling, they can appeal the advance 
ruling by requesting a review of the ruling. 


In addition, once goods covered by an advance ruling are imported and an 
unfavourable ruling is applied by Revenue Canada in the form of an origin 
determination or marking determination of the goods, an importer or person who 
accounted for the goods, or the person who signed the Certificate of Origin, can 
request a redetermination of either of these subject matters. Whether or not the goods 
in question have been later imported, the applicant may request a review of the 
advance ruling within 90 days of Revenue Canada issuing the ruling or, under certain 
circumstances, within two years of that issuance. For an explanation of these 
circumstances, see Chapter 7, "Review and Appeal." 
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Applicants must file all requests for reviews of advance rulings either on Form B227, 
Request for Advance Ruling or for an Appeal of an Advance Ruling, or by submitting 
a letter quoting the advance ruling number being appealed and providing written 
arguments to support the appeal. Furthermore, applicants must send all requests for 
reviews of advance rulings to the Revenue Canada regional office that issued the 
ruling. 


As is the case with the original request, applicants must submit all requests for 
reviews of advance rulings in English or French, and must sign the request. 


After the review is complete, Revenue Canada will either confirm the original 
advance ruling or will render a retroactive revision or reversal favourable to the 
applicant. 


9. Confidentiality 


Any confidential business information contained in a request for an advance ruling or 
in a request for the review of an advance ruling will remain confidential. Revenue 
Canada will protect it from any disclosure that could prejudice the competitive 
position of the applicants providing this information. 


10. Additional information 


For more information, see the following publications: 

@ Memorandum D11-4-16, Advance Rulings 

@ Memorandum D11-5-1, NAFTA Rules of Origin 

@ Revenue Canada Customs NAFTA Advance Rulings Program guide 
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fi he 4" Revenue Canada Revenu Canada 
Customs, Excise and Taxation Accise. Douanes et Impét 


Request for Advance Ruling or for an Appeal of an Advance Ruling 
Demande de décision anticipée ou d'appel d'une décision anticipée 


1. All applicants complete the following / Tous les demandeurs doivent remplir ce qui sult : 


lam or my client Is: An Importer (a Canadian person importing goods) 
Je suis ou mon client est : Un importateur — (un Canadien qui importe des marchandises) 
A Producer (the producer in the final form of the goods in question) 
Un fabricant (le fabricant des marchandises en question, sous forme finale) 
An Exporter (a person exporting goods to Canada who is not the producer of those goods) 


Un exportateur (une personne qui exporte les marchandises au Canada, sans en étre le fabricant) 
DATE RECEIVED / DATE REGU 


le a 


Name and address of the applicant and the applicant's client, if applicable / Nom et adresse du demandeur et de son client, s'il y a lieu. 


Brief description of the issue and the goods (e.g.: the origin of a computer) / Bréve description de la question et de la marchandise (par exemple |'origine d'un ordinateur) 


—— 
2. Persons applying for an advance ruling appeal, please complete the following / Les personnes qui interjettent un appel d'une décision anticipée doivent remplir ce qul 
sult : 
This is an application for an appeal of an advance ruling issued to me or my client. | have attached a copy of the ruling issued to me or my client and all other information required 
for the appeal. One ruling only may be appealed per application. 


\l s'agit d'un appel interjeté a I'égard d'une décision anticipée émise a moi ou a mon client. J'ai annexé une copie de la décision qui m'a été émise ou qui a été émise a mon client 
ainsi que tous les renseignements requis pour l'appel. Une seule décision peut faire l'objet d'un appel par demande. 


Advance ruling number being appealed / Numéro de la décision anticipée visée par l'appel ;|§_————__ 


3. All applicants must attach a supporting letter and any other information required by Memorandum D11-4-16. | 
Tous les demandeurs doivent annexer une lettre a l'appui ainsi que tout autre renseignement requis selon le mémorandum D11-4-16. 


4. All applicants complete the following / Tous les demandeurs doivent remplir ce qui sult : 


To the applicant's knowledge, is the issue contained in the request currently the subject of any appeal before a Customs administration, the Yes No 
courts or any administrative tribunal of Canada or any other NAFTA country? If yes, provide details. Oui Non 
A la connaissance du demandeur, est-ce-que la question contenue dans la demande fait présentement l'objet d'un appel devant une 

administration douaniére, les tribunaux ou tout tribunal administratif du Canada ou d'un autre pays signataire de L'ALENA? Si oui, veuillez 

donner des détails. 


Has the applicant previously requested advice or a ruling on this issue (other than any ruling being appealed on this application) from the Yes No 
Department or from the Customs administration of another NAFTA country? If yes, provide details. Oui Non 
Est-ce-que le demandeur a déja demandé un avis ou une décision a cet égard (autre qu'une décision qui fait l'objet d'un appel par la présente 

demande) du Ministére ou de I'administration douaniére d'un pays signataire de L'ALENA? Si oui, veuillez donner des détails. 


To the applicant's knowledge, the facts and circumstances described in the letter and any attachments are accurate and all information considered to be relevant to 
the application has been provided. 

A la connaissance du demandeur, les faits et les circonstances décrits dans cette lettre et dans les documents annexés sont exacts et toute |'information jugée utile a 
la demande a été fournie. 


Phone No. Fax No. 
N° de tél. N° de télécopieur 
Signature of Applicant / Signature du demandeur Phone and Fax No. of Signatory / N° de téléphone et de télécopieur du signataire 
Print Name of Signatory / Nom du signataire (lettres moulées) Title of Signatory / Titre du signataire 


Printed in Canada / Imprimée au Canada 


B 227 (94/01) Canada 
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1. Introduction 


Existing accounting procedures in Canada will not change as a result of NAFTA, with 
the exception of the country-of-origin element. Importers must provide the country of 
origin before Revenue Canada can release any shipments into Canada. Importers 
continue to have access to all release and accounting options that are currently 
available. 


2. Purpose 


This chapter outlines the changes to invoice requirements as a result of NAFTA. 
Refer to Chapter 1 for details on the Certificate of Origin. 


3. Persons affected 


When accounting for commercial goods, importers must include an invoice acceptable 
to Revenue Canada in the accounting documentation package. Mexican or United 
States exporters are asked to provide the relevant information. 


4. Revenue Canada B3 accounting document 


4.1 Preferential tariff treatment 


To claim preferential tariff treatment under NAFTA, importers have to make a 
written declaration of the goods’ origin by completing field 14 of Revenue 
Canada’s Form B3, Canada Customs Coding Form. Importers must enter the 
appropriate code for tariff treatment. 


There are three NAFTA tariff treatments: 

e the United States Tariff Treatment (UST), code 10; 

® the Mexico Tariff Treatment (MX), code 11; and 

e the Mexico-United States Tariff Treatment (MUST), code 12. 
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Importers or owners can only claim these tariff treatments in two circumstances: 

e when they make a declaration that the imported goods originate from the 
U.S. or Mexico, and that the importer or owner possesses a valid NAFTA 
Certificate of Origin that covers the goods being imported (see Chapter 1: 
Certification); or 


e when they are importing certain non-originating textile goods under a 
tariff preference level, and they have a statement certifying that the goods 
meet the conditions set out in the Textile and Apparel Extension of Benefit 
Order and an import permit from the Department of Foreign Affairs and 
International Trade. For more information on import permits, contact: 


Export and Import Permits Bureau 

Department of Foreign Affairs and International Trade 
P.O. Box 481, Station A 

Ottawa ON KIN 9K6 

Telephone: (613) 996-3711 

Fax: (613) 995-5137 


4.2 Special authority 


When an order-in-council or the Customs Tariff authorizes importers to import 
goods under special conditions (i.e., relief of duties), they have to show the 
authority number in the appropriate field of Form B3. 


The benefits of the United States Tariff Treatment and the Mexico Tariff 
Treatment, according to the Textile and Apparel Extension of Benefit Order, can 
be extended to certain textile and apparel goods that are cut, sewn, woven, or 
knit in the United States or Mexico from fabric, yarn, or fibre produced or 
obtained in a non-NAFTA country. 


When importers present accounting documents for such goods, the special 
authority number must appear in field 26 of Form B3. If an order-in-council 
applies to these goods, importers would use the number for that order instead of 
the special authority number. 
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Customs, Excise and Taxatlon  Accise, Douanes et Impdt CANADA CUSTOMS CODING FORM 


DOUANES CANADA - FORMULE DE CODAGE 


1 IMPORTER NAME AND ADDRESS 2 TRANSACTION NO. 
NOM ET ADRESSE DE L'IMPORTATEUR N* DE TRANSACTION 


9 TOTALVFD 
TOTAL DE LA VO 


Ve 


4 15 
TRA BUREAU DE 
DESE-U. 


RESERVED FOR 
DEPARTMENTAL 
16 DIRECTSHIPMENT DATE [17 CRCY. 16 TIME LIMIT 19 FREIGHT USE 
DATE D'EXPEDITION CODE DELAI FRET 
DEVISE 

u pu RESERVE A 

L'USAGE DU 

MINISTERE 

20 RELEASE DATE 
DATE DE LA MAINLEVEE 


23° WEIGHT IN 


KILOGRAMS: 


PREVIOUS TRANSACTION 
TRANSACTION ANTERIEURE 


DESCRIPTION - AS ACCOUNTED FOR 


SPECIAL AUTORITY 
DESIGNATION - SELON LA DECLARATION 


AUTORISATION SPECIALE 


28 
CLASSIFICATION NO. TARIFF CD 
N* DE CLASSEMENT CD TARIF 


VALWE FOR DUTY CUSTOMS DUTIES 
VALEUR DE DOUANE DROITS DE DOUANE 


SIMA ASSESSMENT EXCISE TAX VALUE FOR TAX 
COTISATIONS DE LMS! TAXE D'ACCISE VALEUR POUR TAXE 


23> WEIGHT IN PREVIOUS TRANSACTION 
KILOGRAMS: TRANSACTION ANTERIEURE SPECIAL AUTORITY 


AUTORISATION SPECIALE 


DESCRIPTION - AS ACCOUNTED FOR 
DESIGNATION - SELON LA DECLARATION 


2B 33 
CLASSIFICATION NO. TARIFF CD VALUE FOR CURRENCY CONVERSION 
N* DE CLASSEMENT CD TARIF CONVERSION VALEUR POUR CHANGE 


VALUE FOR DUTY CUSTOMS DUTIES SIMA ASSESSMENT 
VALEUR DE DOUANE DROITS DE DOUANE COTISATIONS DE LMS! 


EXCISE TAX 
TAXE D'ACCISE 


VALUE FOR TAX 
VALEUR POUR TAXE 


WEIGHT IN 
KILOGRAMS 


PREVIOUS TRANSACTION 
TRANSACTION ANTERIEURE 


DESCRIPTION - AS ACCOUNTED FOR 
DESIGNATION - SELON LA DECLARATION 


SPECIAL AUTORITY 
AUTORISATION SPECIALE 


28 
TARIFF CD 
CD TARIF 


33 
QUANTITY VALUE FOR CURRENCY CONVERSION 
QUANTITE CONVERSION VALEUR POUR CHANGE 


CLASSIFICATION NO. 
N* DE CLASSEMENT 


VALUE FOR DUTY 
VALEUR DE DOUANE 


CUSTOMS DUTIES 
DROITS DE DOUANE 


SIMA ASSESSMENT EXCISE TAX VALUE FOR TAX 
COTISATIONS DE LMS! TAXE D'ACCISE VALEUR POUR TAXE 


PREVIOUS TRANSACTION 
TRANSACTION ANTERIEURE 


DESCRIPTION - AS ACCOUNTED FOR 
DESIGNATION - SELON LA DECLARATION 


SPECIAL AUTORITY 
AUTORISATION SPECIALE 


33 
TARIFF CO CUSTOMS DUTY RATE VALUE FOR CURRENCY CONVERSION 
CO TARIF TAUX-DROIT DE DOUANE CONVERSION VALEUR POUR CHANGE 


CLASSIFICATION NO. 
N* DE CLASSEMENT 


VALUE FOR DUTY 
VALEUR DE DOUANE 


CUSTOMS DUTIES 
DROITS DE DOUANE 


SIMA ASSESSMENT 
COTISATIONS DE LMSI 


EXCISE TAX 
TAXE D’ACCISE 


VALUE FOR TAX 
VALEUR POUR TAXE 


23° WEIGHT IN 


KILOGRAMS. 


PREVIOUS TRANSACTION 
TRANSACTION ANTERIEURE 


DESCRIPTION - AS ACCOUNTED FOR 
DESIGNATION - SELON LA DECLARATION 


SPECIAL AUTORITY 
AUTORISATION SPECIALE 


28 33 
CLASSIFICATION NO. TARIFF CD CUSTOMS DUTY RATE VALUE FOR CURRENCY CONVERSION 
N* DE CLASSEMENT CO TARIF TAUX-DROIT DE DOUANE TAUX TA. CONVERSION VALEUR POUR CHANGE 


VALUE FOR DUTY CUSTOMS DUTIES 
VALEUR DE DOUANE DROITS DE DOUANE 


SIMA ASSESSMENT 
COTISATIONS DE LMS! 


EXCISE TAX 
TAXE D'ACCISE 


VALUE FOR TAX 
VALEUR POUR TAXE 


43 DEPOSIT 
DEPOT 


PLEASE PRINT NAME - LETTRES MOULEES SVP, 


44 WAREHOUSE NO. 
N* D'ENTREPOT 


IMPORTER / AGENT - IMPORTATEUR / AGENT 


DECLARE THE PARTICULARS OF THIS DOCUMENT TO BE TRUE, ACCURATE AND 


ECLARE QUE LES RENSEIGNEMENTS Cl-DESSUS SONT VRAIS ET COMPLETS. 45 CARGO CONTROL NO. 


N* DE CONTROLE DU FRET 


46 CARRIER CODE AT IMPORTATION 
CODE DE TRANSPORTEUR A L'IMPORTATION 


DEPARTMENT OF NATIONAL REVENUE MINISTERE OU REVENU NATIONAL 


i¢n 


mee Canada 
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5. Certificate of Origin 


To claim preferential tariff treatment, importers must have the Certificate of Origin in 
their possession at the time of the declaration. Although they do not have to present 
the certificate at that time, it must be available to present to Revenue Canada on 
request. 


For more information, see Chapter 1: Certification. 


6. Low-value commercial importation 


To claim NAFTA preferential tariff treatment on commercial importations worth less 
than CAN$1,600, importers must have a certification statement, either included in the 
invoice or attached to it. 


7. Customs Commercial System 


The Customs Commercial System is one of the largest, most complex, and most 
technologically advanced mainframe systems in the Canadian government today. Most 
commercial shipments, regardless of what release option the importer chooses, are 
processed through the Customs Commercial System. 


One of the system’s major roles is to provide automated profile information on both 
importers and commodities. The system also: 

provides time-limit controls; 

gives transaction information; 

monitors security; 

handles enquiries; 

alerts customs inspectors to sanctions; 

captures data; and 

processes information for other government agencies. 


In 1995, the Customs Commercial System is more service-oriented than ever. New 
systems allow electronic arrival notification and electronic release notification between 
Revenue Canada and its clients. The Department now electronically receives 83% of 
its confirming documentation through the Customs Automated Data Exchange 
(CADEX) and the Customs Declaration (CUSDEC) systems. The CADEX system 
uses a departmental proprietary message standard, and CUSDEC uses the 
UN/EDIFACT international standard for electronic data interchange, which the 
Customs Co-operative Council has adopted. 
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8. Additional information 


For more information, see the following publications: 

@ Memorandum D1-4-1, Invoicing Requirements of Canada Customs 

@ Memorandum D11-4-19, Regulations Respecting the Determination of When 
Goods are Entitled to the Benefit of the United States Tariff, Mexico Tariff or 
Mexico-United States Tariff 

Memorandum D17-1-0, Accounting of Imported Goods and Payment of Duties 
Regulations 

Memorandum D17-1-1, Documentation Requirements for Commercial Shipments 
Memorandum D17-1-2, Low Value Commercial Goods 

Memorandum D17-1-5, Release of Commercial Goods 

Memorandum D17-1-10, Coding of Customs Accounting Documents 

Line Release - A Customs 2000 Initiative guide 

Importing Commercial Goods into Canada pamphlet 


ns 
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1. Introduction 


In some cases, importers bringing goods into Canada from a NAFTA country may 
determine that they have overpaid or underpaid duties on the goods. To ensure that 
they have paid the correct amount of duties, importers or owners of the goods can 
make post-importation claims and corrections. 


Post-importation claims occur when importers apply for a refund of the duties they 
paid for goods imported from a NAFTA country, when they did not claim NAFTA 
preferential tariff treatment at the time of accounting. For more details on the 
legislative provision that covers NAFTA refunds, see paragraph 74(1)(c.1) of the 
Customs Act. 


NAFTA provides for post-importation corrections to allow importers or owners of 


goods who think the original declaration of origin is incorrect to notify Revenue 
Canada of the error without penalty. For details, see section 32.2 of the Customs Act. 


2. Purpose 


This chapter outlines the procedures that importers or owners of the goods should 
follow to make post-importation claims or corrections. 


3. Persons affected 


Only importers located in Canada can make post-importation claims requesting a 
refund of duties. Importers or owners of the goods can make post-importation 
corrections. 
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4. NAFTA not claimed at the time of import 


4.1 General 


When importers do not make their claims for NAFTA preferential tariff treatment 
at the time of accounting, they can request NAFTA preferential tariff treatment 
up to one year after the date on which the accounting for the goods was made. 
Importers may not have made a claim because they did not have a Certificate of 
Origin, or because they were not aware that the goods qualified for preferential 
treatment. 


4.2 Filing procedures 


Importers must file the request on Form B2, Canada Customs - Adjustment 
Request, quoting paragraph 74(1)(c.1) of the Customs Act. The importers should 
state in the explanation field that "NAFTA is applicable but was not claimed at 
the time of accounting" (or similar words). The importers should attach a copy of 
the Certificate of Origin or, in the case of low-value shipments, an exporter’s 
statement certifying the origin of the goods to support their refund request (see 
Chapter 1 for details). 


If the goods are imported by mail, importers can file the request at any Revenue 
Canada customs office. In all other cases, importers must file the request at the 
customs office in the region where the goods were released. 


5. Corrections 


5.1 General 


If exporters and producers discover that they made a mistake when they 
determined the origin of their goods or when they completed a Certificate of 
Origin, they must immediately notify every person who possesses a copy of that 
certificate and supply them with corrected copies. If the mistake does not affect 
the tariff treatment claimed on any goods, Revenue Canada does not need to be 
notified. If the discovered mistake disqualifies any goods for which a preferential 
tariff treatment has already been claimed, importers must submit a corrected 
declaration and pay any additional duties and taxes owing. 


Importers must also notify Revenue Canada and make corrected declarations no 


later than 90 days after they have reason to believe a certificate is incorrect, 
regardless of whether or not the exporter notifies them. 
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5.2 Filing procedures 


Importers must make the corrections on Form B2, Canada Customs - Adjustment 
Request. For goods imported other than by mail, importers must send Form B2 
by registered mail or deliver it by hand to the appropriate regional customs 
office, or to any customs office in the region where the goods were released. For 
goods imported by mail, importers can present requests by hand or send them by 
registered mail to any customs office in Canada. 


Any money importers owe to the Department should accompany the corrections 
to the origin declaration. A designated officer will review such requests, and will 
send a decision (including a statement of any additional amount owing) to the 
importer. 


5.3 Interest 


Revenue Canada will calculate interest, at the prescribed rate of interest, on a 
request for a correction to a declaration of origin that importers make within the 
time limit. The interest will be calculated from the first day after the day the 
person became liable to pay the amount, to the day the amount has been paid in 
full, and will be calculated on the outstanding balance of the amount that would 
have otherwise been payable. 


5.4 Penalties 


If importers find that they made a mistake or incorrectly claimed a NAFTA 
preferential tariff treatment, make a corrected declaration within 90 days, and pay 
the additional money owing, they will not be subject to any penalties. If they do 
not tell Revenue Canada that they owe additional duties and taxes, and the 
Department later determines that the claim was incorrect, the Department will 
collect the money and will consider whether to apply penalties or, in extreme 
cases, whether to pursue prosecution. 


Exporters who provide information on a Certificate of Origin that is not true or 
cannot be substantiated may be subject to penalties in their country. When 
exporters intentionally make deceptive statements on a Certificate of Origin, the 
customs administration of the exporting country will pursue prosecution of the 
exporter at Revenue Canada’s request. 
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6. Additional information 


For more information, see the following publications: 
@® Memorandum D6-2-2, Refund of Duties 
@ Memorandum D11-4-21, Correction to the Declaration of Origin 


March 1995 Canada’s Customs Procedures 


Table of Contents 


Po INtLOductiO nearer ep ee eee a, oes SE tes Mae a oo 6-1 
section A> .QOuestionnaimessandsveritication, lettersic.- nets sus os. aw en eos 6-1 
Di. SUE POS. sgt Ree MM OER elo cha 8 Ady acy, Hash PMI ig LOyc aR OOP oy eof otra Sov ETN ORs 6-1 
Sa) PETSONS Al tCC te Cl Mme imme Mr MRED cee tee dec ~s scan rope OEM. <0 Weeo rai (ate Sete as SS a 6-1 
4°. ODICCUVE oe emer ir i ed ss nas CEM eG oes eee kA 6-2 
5. Scope of origin verification through questionnaires or letters................ 6-2 
5: le Eypetoriniommauonrequested. . \. & serene entry cai hss, 5 Gy splatter, vrs 6-2 
5 2A GON ee OU all tyme heey ao I Ely eg Vaca a vas eg ed Mean 6-3 
6. How to verify-origim through questionnaires orletters 25... 15. 6s ss 6-3 
Goll Re VCC Am Ga irene.” «sah eM «MPG lecssg aes video’ 4 Aut Se a9 6-3 
6.2. Receiving a questionnaire or veriticarion lettermen... 5... os leek ee 6-4 
6.3 Failing to respond to a questionnaire or verification letter ........... 6-4 
Olas WEN DESta (CONE Nimans! ree ee Oe 5 cree ts keke 5.0) x ys acinene och tebe 6-5 
fey eA AGY CVPR a) ro Elec RA a ae eg a 6-5 
Ts AGGiGo nal Amie isi Glan teers oc Pes i St Rn c ue enna owes «oka 8 Gee, abe 6-6 
Section) By aVeriticamtommvisitsraiesallGnts, «tele just tic Gas venerated gee 6-7 
2. PUL DOSE > ater a ee eee Re ota ee, ry ea ee? RY iat 5s oe pac 6-7 
34) Persons tall CClCdmnmrmn ane memMPEn IN a tetas oo Mt Poe ds OA ae ee Panne Were ahaa ok 9s 6-7 
4: <OODJCCUVE = a7 ate a Pre ae ee Ce Ae arr Bee Mak. 4 6-7 
Di WV CHILICAUO Me VISIU SEC TSUSEAUCIIIGe mr eta. 2 wanencs ayaa ewer oe ory prune ents eae, Ghee 6-7 
Sala We CiiCatOnevinl smn Mone cs aki Soka G8. crac ee eee a ge es es 6-7 
aaah MELON ES, 618 oso. alg UR a REIS Re canter Ce OR a 6-8 
G2 -SCOPe OF WVeriiCatlOnavisitseamarallitS: 34, (0 dea ean as ag te Me habei be cake ene oe ts 6-8 
6: PREVICWEOCIIOU MEME ts cea ss oe tee eee VE Ge ch ean ee ghar 6-8 
0: 2 PLOGUCtsIMeSBVChINICQ mmr yar a.) se een ai)c wo esthetics aw! eerie pene 6-9 
623. sSUDP ie rone imate AIRMEN hat ccc te wc csen 5 MEG ds. eh aol Buea er ncn r: ce: atom ean 6-9 
Or BY erificatioumasce seme MtepeitOd ia) 1. A. beeen 2 ates. sane fees tees io col amet 6-9 
j.. EPFOCESS TOL-OTI SiMe etaeANOneVISItS 1. tours ios eters keene Sarees i sea ne an eis 6-10 
7.1 Identification of companies for verification visits or audits .......... 6-10 
7.2, Notificationofeverineation«visit: Or audit .o cept aes os 4 a lcucks ah a 6-11 
F283 GPreparin eyfonsaieauc Pan. cle sts 2 Sameer ae «Lota a Se) ot GW pimps 6-11 
Ted ON ISI ste aS Le ME 5s oe OSU Gh. Ss 3s eee 6-11 
Tid) BOOKS ANG PLCC OU SME MPME NE Bes f5. Sc 5s thot ae Cott WE alos, eho er Se erg 6-12 
TG “ODSELY iS ie Me 2 eM eM ar Ged ey os Sa 6-12 


March 1995 Canada’s Customs Procedures 


TEES WITCH StALE TIGL Cs =) 5° ace tet oe ee oe ove Oe eS a 6-13 
7.8°.REVAeW and appeal” *.. << Samah Aen ce pte Gels SRN Sant ee 6-13 
8. “Additional informationi ne nee boeies & i ee ee ert hee ast ot nae ee 6-13 


March 1995 Canada’s Customs Procedures 


1. Introduction 


In article 506 of NAFTA, the United States and Mexico have agreed to give Revenue 
Canada officials the right to examine the books and records of U.S. and Mexican 
exporters to verify the origin of goods. Canada gives U.S. and Mexican customs 
officials the same rights with respect to Canadian exporters. 


Revenue Canada officials receive their legal authority to conduct these verifications 
from the Customs Act (section 42.1). For more information, see the Verification of 
Origin Regulations and the Tariff Preference Regulations, which state what the 
officials can do, when they can do it, and what action they can take if an exporter 
decides not to co-operate with them. The procedures are designed to ensure that 
exporters receive consistent and predictable treatment from Revenue Canada officials. 


This chapter is divided into two sections: 


@ Section A: Questionnaires and verification letters 
@ Section B: Verification visits and audits 


Section A: Questionnaires and 
verification letters 


2. Purpose 


This section of Chapter 6 deals with the process Revenue Canada follows to verify the 
origin of goods through letters and questionnaires. 


3. Persons affected 


Revenue Canada may contact Mexican or U.S. exporters or producers who have 
signed a Certificate of Origin to verify that the products exported to Canada do 
qualify as originating under NAFTA. Revenue Canada will notify the importers that 
the origin of the goods is under review. 
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4. Objective 


With a questionnaire or verification letter, Revenue Canada can verify whether: 

@ goods imported into Canada from Mexico or the U.S. qualify as NAFTA 
originating goods; 

@ the goods originate in Mexico, the U.S., or are produced jointly by the two 
countries, according to the NAFTA Tariff Preference Regulations; and 

® certain agricultural goods are qualifying goods for the purposes of NAFTA. 


5. Scope of origin verification through 
questionnaires or letters 


5.1 Type of information requested 


Revenue Canada will usually send its request for additional information in the 
form of a letter or a questionnaire. The questionnaires have been designed to help 
the exporter or producer organize the information Revenue Canada needs. 


The requested information is information that the exporter or producer has 
certified' as having been used to determine whether the goods qualify for 
NAFTA. The exporter or producer agreed to maintain and present this 
information on request. 


Requested information may include: 

® a list of materials used to produce the goods; 

® identification of the materials as either originating or non-originating 
(i.e., goods produced in the territory are not necessarily originating); 
the tariff classification of non-originating materials; 

names and addresses of suppliers; 

the transaction value of the good; 

the value of the materials; 

a narrative description of the production process; 

the order and location of all operations; and 

the production cost for the goods. 


The information requested will depend on the complexity of the goods and the 
requirements of the specific rule of origin. If, at any point, exporters or 
producers have difficulty providing the information requested, they are 
encouraged to contact the Revenue Canada officer who is reviewing the file. 
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5.2 Confidentiality 


Any information exporters or producers provide to Revenue Canada is treated as 
strictly confidential. It will not be disclosed to anyone other than government 
officials responsible for trade administration matters. This commitment was made 
by all NAFTA countries. Revenue Canada officials are bound to honour this 
commitment under section 108 of the Customs Act. 


6. How to verify origin through questionnaires 
or letters 


6.1 Revenue Canada 


Revenue Canada will send verification letters or questionnaires to the exporter or 
producer who signed the Certificate of Origin. The letter will identify the goods 
that are subject to the verification, and will ask the exporter or producer to 
provide certain information by a specified date. Revenue Canada may send the 
letter by regular or certified mail. 


There are five types of questionnaires, depending on the rule of origin used. The 

questionnaires are based on the following rules of origin: 

®@ goods wholly obtained or produced in the territory of one or more of the 
parties; 

® goods produced entirely in the territory of one or more of the parties 
exclusively from originating materials; 

© tariff change requirements; 

® regional value content - net cost method; and 

@ regional value content - transaction value method. 


By reviewing the Certificate of Origin, Revenue Canada officers will attempt to 
determine which questionnaire is the appropriate one to send to the exporter or 
producer. However, since verifications are often conducted when the Certificate 
of Origin has been improperly completed, officers may not be able to determine 
which questionnaire is appropriate until the exporter or producer has provided the 
information. 


In such a situation, Revenue Canada officers will try to acquire some preliminary 
information by telephone. If they cannot obtain enough preliminary information to 
determine what further information they require, they may have to send more 
than one questionnaire to the exporter or producer. Officers may also telephone 
to determine whether it is necessary for the exporter or producer to complete an 
entire questionnaire, or only certain sections of it. 
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At the same time, Revenue Canada officers will search the Department’s database 
of customs entries to identify all Canadian importers of the products under 
review. They will then notify these importers in writing that a verification is 
being performed with their supplier. If, during the verification, the officer finds 
that the products do not satisfy the NAFTA rules of origin, or if the exporter 
cannot substantiate the Certificate of Origin, Revenue Canada will have to collect 
additional duties and taxes on the affected entries from the importers. 


6.2 Receiving a questionnaire or verification letter 
All questionnaires are available in English, French, and Spanish. 


The questionnaires include instructions on how to complete them. If exporters or 
producers have questions or difficulties in providing the information that has been 
requested, they are encouraged to contact the officer who sent the questionnaire 
to them. 


If it is more convenient for exporters or producers to provide the information in a 
form other than the questionnaire, they can do so. However, they should ensure 
that they are providing all the information needed to determine whether the goods 
are eligible for a particular duty rate under NAFTA. 


If Revenue Canada finds that the information the exporter or producer provides 
on the questionnaire or other form is insufficient to verify the origin, officers can 
request additional information by corresponding or otherwise communicating with 
the exporter or producer. In some cases, officers may need to examine records or 
observe production facilities. If such a verification visit is necessary, Revenue 
Canada will arrange it with the consent of the exporter or producer. For more 
information on verification visits, see Section B of this chapter. 


6.3. Failing to respond to a questionnaire or verification letter 


The exporter or producer will have at least 30 days to submit a completed 
questionnaire or to respond to a verification letter. If Revenue Canada does not 
receive a response by the specified date, the Department will send a second copy 
of the questionnaire or verification letter, accompanied by a notice of intent to 
deny the NAFTA preferential tariff treatment and a written statement of rationale. 


After receiving this second letter, exporters or producers have a further 30 days 

to forward the requested information. These 30 days will begin: 

® on the date the Mexican exporter or producer receives the letter (Revenue 
Canada will send the second verification letter using a method that produces a 
confirmation of receipt); or 
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®@ for U.S. exporters or producers, on the date that Revenue Canada sends the 
letter. 


If Revenue Canada does not receive any information within the time given, the 
Department will deny the NAFTA preferential duty rate, and begin collecting 
additional duties and taxes from all Canadian importers of the goods. In some 
cases, Revenue Canada will collect the additional duties and taxes retroactively on 
goods that are already in Canada. 


6.4 Written statement 


After reviewing the information contained in the completed questionnaire or the 
information received in response to the verification letter, Revenue Canada will 
provide a written statement of whether the goods qualify for NAFTA preferential 
tariff treatment, detailing the findings and legal basis. 


When the written statement denies NAFTA preferential tariff treatment, a notice 
of intent to deny will accompany the statement. This notice is meant to give 
exporters or producers a final opportunity to provide the requested information 
before Revenue Canada begins collecting additional duties and taxes from their 
Canadian customers. If the exporter or producer brings forward the information 
within the time given in the notice of intent to deny, the Department will review 
it to determine if the goods qualify for NAFTA preferential tariff treatment. 


Revenue Canada will also provide a written statement when it reviews the 
additional information. This statement would include another notice of intent to 
deny if the goods still do not qualify for NAFTA benefits. 


6.5 Review and appeal 


When the origin of the goods has been redetermined and Revenue Canada has 
denied preferential tariff treatment, the Department will notify both the importer 
and the person who signed the Certificate of Origin (the exporter or the 
producer). Such redeterminations by Revenue Canada can be appealed by both the 
importer and the person who signed the Certificate of Origin. 


See Chapter 7, "Review and Appeal," for more details. 
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7. Additional information 


For more information, see the following publications: 
@ Memorandum D11-4-20, Origin Verification Procedures 
@ Memorandum D11-4-19, Regulations Respecting the Determination of When 


Goods are Entitled to the Benefit of the U.S. Tariff, Mexico Tariff or Mexico- 
Os lanin 
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Section B: Verification visits and audits 


2. Purpose 


This section of Chapter 6 outlines the procedures for origin verification visits and 
audits under NAFTA. 


3. Persons affected 


Revenue Canada may contact Mexican or U.S. exporters or producers who have 
signed a Certificate, of Origin to verify that the products exported to Canada qualify as 
originating under NAFTA. Revenue Canada will notify importers that the origin of 
the goods is under review. 


4. Objective 


Verification visits and audits verify whether: 

@ goods imported into Canada from Mexico or the U.S. qualify as NAFTA 
originating goods; 

@ the goods originate in Mexico, the U.S., or are produced jointly by the two 
countries, according to the NAFTA Tariff Preference Regulations; and 

@ certain agricultural goods are qualifying goods for the purposes of NAFTA. 


5. Verification visits versus audits 


5.1 Verification visits 


During a visit, Revenue Canada officers verify the claimed origin of goods. Visits 
most commonly occur when it is not possible to obtain the full information 
required to verify the origin of the goods through letters or questionnaires. A visit 
might also be proposed when Revenue Canada intends to conduct verifications of 
several companies located in the same area. 


Revenue Canada conducts verification visits (as opposed to audits) in cases when 

the exporter or producer has claimed that: 

@ the goods are wholly obtained or produced in the territory of one or more of 
the parties to NAFTA (criterion A on the Certificate of Origin); 

@ the goods are produced entirely from originating materials in the territory of 
one or more of the parties to NAFTA (criterion C on the Certificate of 
Origin); or 
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@ the specific rule of origin that applies to the goods involves a tariff change, 
without a regional-value-content requirement (criterion B on the Certificate of 
Origin). 


Officers conduct verification visits to observe the manufacturing or assembling 
process, and to review the original books and records of the exporter or 
producer. The officer may want to see purchase records of materials, inventory 
management systems, and production records. 


5.2 Audits 


Revenue Canada conducts origin audits to verify whether a regional-value-content 
requirement has been met when it is a condition of the specific rule of origin. 
These audits are performed by the Origin Audits Unit from the Origin 
Determination Directorate at Revenue Canada Headquarters in Ottawa. When the 
tariff classification of any of the materials used to produce the goods is at issue, a 
tariff and values administrator usually accompanies the auditors. 


An origin audit involves a detailed examination of: 

@ all books and records pertaining to the origin, purchase, costs, value of, and 
payment for all materials used to produce the goods in question; 

@ inventory management control systems; and 

@ the process involved to manufacture or assemble the goods in question to the 
point where they are ready to export to Canada. 


All Revenue Canada audits of exporters or producers conform to the Generally 
Accepted Auditing Standards in the country where the exporter or producer is 
located. 


6. Scope of verification visits and audits 


6.1 Review period 


The period for which exports of goods to Canada are subject to a verification 
visit typically begins when the exporter or producer was first notified that 
Revenue Canada intended to verify the origin of the goods, and ends when the 
visit or audit takes place. This encompasses goods produced during the time 
Revenue Canada sent any verification letters or questionnaires. 

Audits review the origin of goods produced over at least one entire fiscal period 
of the exporter or producer. Revenue Canada will audit the fiscal period for 
which the regional-value-content questionnaire was prepared and, if a significant 
amount of time has elapsed, the current fiscal period. 
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6.2 Product lines verified 


Whenever possible, the scope of verifications has included all models of products 
the exporter or producer manufactures that are being certified as originating. 
Many of the companies being visited or audited manufacture several models of 
the same basic product that are very similar to each other - any minor differences 
would not affect the origin of the good. The concept of representativeness was 
therefore developed to reduce on-site time by reviewing representative models, 
rather than all models manufactured and exported to Canada. 


The concept of representativeness allows the exporter or producer to complete 
one questionnaire for a specific model within a product line, and to have that 
model represent the remaining products in the product line. The onus is on the 
company to prove that the selected model represents the rest of the product line. 
Revenue Canada may consider a model as representative of a product line if the 
sourcing of materials, the manufacturing process, and the costs involved in 
producing the good are similar. 


6.3 Suppliers of materials 


Often, the origin of goods exported to Canada depends on the origin of one or 
more key materials used to produce the goods. When this is the case, the exporter 
or producer must be able to substantiate the origin of the material. If officers or 
auditors find any materials for which the origin is not substantiated, they will 
treat the material as non-originating until the exporter or producer obtains 
certification of its origin from the supplier. 


Where the exporter or producer does have information from the supplier of a 
material that indicates it is an originating material, Revenue Canada may 
determine that it is necessary to verify the origin of the material. If it undertakes 
to verify a material supplier, Revenue Canada will follow the same procedures 
for verifying the origin of a good exported to Canada (i.e., via letter, 
questionnaire, visit, or audit). Once the origin of the material is verified, the 
verification of the good exported to Canada can continue. However, the audit unit 
can also conduct a verification of a supplier who is considered a risk. 


6.4 Verification assessment period 
If, through the verification, Revenue Canada finds that the goods do not qualify 


for the preferential tariff treatment claimed by the importer based on the 
certificate, Revenue Canada will redetermine the origin of the goods. 
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Through redetermination, Revenue Canada collects additional duties and taxes 
from the Canadian importers. The additional duties and taxes are equal to the 
difference in applying, to the value of the goods, the preferential rate used at the 
time of importation versus the non-preferential rate. 


All importations made on or after the date the Canadian importers were first 
notified’ that the origin of the goods was under review, and for a period not 
exceeding 90 days before the notification, are subject to redetermination. 


The maximum assessment period for most goods is two years before the date of 
redetermination. The assessment period for the automotive industry could be up 
to four years if the exporter or producer has chosen to average costs over a 
period covering exports made before the usual two years. 


7. Process for origin verification visits 


7.1 Identification of companies for verification visits 
or audits 


Most companies selected for verification visits or audits have already responded 

to verification letters or questionnaires. If, for one reason or another, officers 

cannot verify the origin of the goods based on the completed questionnaire alone, 

they can conduct a visit or an audit. Common reasons why officers might not be 

able to make a decision based solely on a letter or questionnaire include: 

@ the goods undergo a complex manufacturing process that the officers may need 
to observe for themselves; 

@ the officer may have evidence suggesting that the information provided in 
response to the letter or questionnaire is not accurate; and 

@ the origin of key materials is in question. 


The Origin Audits Unit receives most of its referrals for audits from tariff and 

values administrators when a rule of origin includes a regional-value-content 

requirement and there is a need identified for audit. Reasons for referral of a case 

to the Origin Audit Unit might include situations where: 

@ the company has complex accounting systems; 

@ the amount of regional-value-content is close to the threshold of 
disqualification; or 

@ there are issues involving fungible materials or fungible goods (e.g., fungible 
materials resulting in non-qualifying goods, unless an inventory management 
system is in existence, or fungible goods where the producer manufactures 
qualifying goods, but also exports non-qualifying goods). 
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7.2 Notification of verification visit or audit 


Before Revenue Canada officers or auditors visit the premises of an exporter or 

producer, they must: 

®@ notify the exporter or producer by certified mail of Revenue Canada’s 
intention to conduct a verification visit or audit; 

® send a copy of the notification to the appropriate customs administration office 
in Mexico or the U.S.; 

® notify the appropriate country’s embassy in Canada, if that country requests 
that this be the standard procedure; and 

@ allow the exporter or producer 30 days to respond (if the exporter or producer 
does not consent to the visit or audit within the 30-day time period, Revenue 
Canada will send the exporter or producer a notice of intent to deny the 
NAFTA preferential tariff treatment and a written statement of rationale, 
which is meant to give the exporter or producer a final opportunity to consent 
to a visit or audit). 


If Revenue Canada does not receive a response within the time given in the notice 
of intent to deny, the Department will collect additional duties and taxes from the 
Canadian importers of the goods. 


7.3 Preparing for an audit 


To ensure that the time spent at the exporter’s or producer’s premises is well 

co-ordinated and managed, the audit team completes planning and preparation 

tasks. These tasks include: 

@ analysing the response to the regional-value-content questionnaires; 

® collecting additional information from the exporter or producer; 

@ reviewing analysis already done by tariff and value administrators; 

® researching reference material to familiarize themselves with standards, trends, 
and general information on the industry sector; and 

® developing an assignment planning memorandum outlining the objectives and 
scope of the audit to ensure that the time spent at the exporter’s premises is 
well co-ordinated and managed. 


7.4 Visiting the site 


This phase of the verification visit or audit includes: 

@ setting up an interview with company officials to explain the objectives of the 
visit or audit; 

® conducting the verification or audit; 
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@ in the case of an audit, preparing audit working papers according to audit 
standards; and 

® holding an interview with company officials to discuss verification or audit 
findings and their impact on the NAFTA eligibility of the product shipped to 
Canada. 


The length of time required at the premises of the exporter or producer will vary, 
depending on the complexity of the situation. 


7.5 Books and records 


If it becomes apparent during a verification visit or audit that an exporter or 
producer has failed to maintain proper books and records, or if the officers or 
auditors are denied access to the company’s books and records, the visit or audit 
will be terminated. In such an event, the officer or auditor will provide the 
exporter or producer with a written statement of intent to deny the preferential 
NAFTA tariff treatment described in paragraph 7.7, "Written statement." 


Record-keeping requirements for importers and exporters vary: 
@ in Canada, records must be kept for at least six years; 

@ in Mexico, records must be kept for at least five years; and 
@ in the U.S., records must be kept for at least five years. 


When a producer has failed to maintain books and records according to the 
Generally Accepted Accounting Principles that apply in the country where the 
producer is located, the producer will be given the opportunity to record its costs 
according to these principles no later than 60 days after receiving written 
notification. 


7.6 Observers 


An exporter or producer subject to a visit is allowed to have two observers 
present during the visit at the expense of the exporter or producer. The observers 
are not to participate, only to observe. 


The obligation to allow these two observers honours a constitutional commitment 
in Mexico that grants an individual the right to have two observers present during 
a government examination. However, Canadian trade administration officers or 
auditors will not prevent an exporter or producer from inviting any number of 
observers to the premises during the verification. It is also the opinion of the 
Canadian government that, if Canadian exporters or producers are being visited 
or audited by U.S. or Mexican customs officials, the Canadians would have the 
constitutional freedom to invite any number of observers to their premises in 
Canada. 
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In any event, the officers or auditors will not postpone or delay the verification 
visit or audit if observers are not present. 


This observer provision does not mean that an exporter or producer cannot have 
accountants, lawyers, or other company representatives to assist as required in the 
verification visit or audit. 


7.7 Written statement 


Following the visit or audit, Revenue Canada will provide the exporter or 
producer with a written statement of whether the goods qualify for NAFTA 
preferential tariff treatment, detailing the findings and legal basis. 


When the written statement denies NAFTA preferential tariff treatment, a notice 
of intent to deny will be included with the statement. This notice gives the 
exporter or producer a final opportunity to provide any additional information that 
was not previously available. If the information is brought forward within the 
time given in the notice of intent to deny, the officer or auditor will review the 
additional information to determine if the goods qualify for NAFTA preferential 
tariff treatment. If the exporter or producer does not respond within the time 
given with the notice of intent to deny, or if the response does not change the 
outcome of the verification, Revenue Canada will collect additional duties and 
taxes from the Canadian importers of the goods. 


7.8 Review and appeal 


When the origin of the goods has been redetermined and Revenue Canada has 
denied preferential tariff treatment, the Department will notify both the importer 
and the person who signed the Certificate of Origin. Such redeterminations by 
Revenue Canada can be appealed by both the importer and the person who signed 
the Certificate of Origin. 


See Chapter 7, "Review and Appeal," for more details. 


8. Additional information 


For more information, see the following publications: 

@ NAFTA Audit Manual 

® Memorandum D11-4-20, Origin Verification Procedures 

@ Memorandum D11-4-19, Regulations Respecting the Determination of When 
Goods are Entitled to the Benefit of the U.S. Tariff, Mexico Tariff or Mexico-U.S. 
Tariff 
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1 See the exporter or producer’s declaration in Chapter 1 of the manual. 


2 Because of the amount of time that must be allowed for each of the steps in the 
verification process, it is not unusual for the assessment period to cover goods that 
have already been imported into Canada for a year or more. 
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1. Introduction 


To determine the amount of duty payable on goods imported into Canada, Revenue 

Canada must make decisions about the tariff classification of the good, its appraised 
value, and its country of origin. Marking requirements also play a significant role in 
determining tariffs payable that apply to some agricultural and textile goods. 


Canadian legislation gives importers and, in some cases, exporters and producers the 
right to have these decisions reviewed at both the administrative and judicial levels. A 
Revenue Canada official performs the review at the administrative level, which is 
called a redetermination. A judicial or quasi-judicial body performs the review at the 
judicial level, which is called an appeal. 


2. Purpose 


This chapter describes the general redetermination and appeal provisions. 


3. Eligible applicants 


An importer can request a redetermination of the imported goods concerning: 
® tariff classification; 

@ value appraisal; or 

® country of origin. 


Because of NAFTA, people who sign Certificates of Origin for the goods, namely 
exporters or producers, can request a redetermination of the origin of goods they 
import into Canada. However, exporters or producers cannot request a 
redetermination of the tariff classification or value appraisal. 


If the producer and exporter are not the same person, and both people have completed 
a Certificate of Origin for the goods exported to Canada, then either of them, or both 


of them independently, can file a request for an origin redetermination. 


In addition, the person who has signed the Certificate of Origin for goods that 
Revenue Canada has redetermined will be notified of the redetermination. 
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4. Determinations 


4.1 General 


An initial decision from Revenue Canada about the appropriate tariff 
Classification, appraised value, and country of origin is called a 
determination. Revenue Canada makes determinations within 30 calendar days 
of the date the goods are accounted for. A Revenue Canada commodity 
specialist makes the determination after reviewing the entry and accounting 
documentation, and any further information the importer may provide. 


4.2 Deemed determinations 


When Revenue Canada does not make a determination on tariff treatment 
within 30 calendar days of the date of accounting, a decision will be 
considered to have been made, and the goods will receive the tariff 
classification, appraised value, and country of origin claimed on the accounting 
documents. 


If the commodity specialist has initiated a review but cannot complete it within 
30 days, a tariff and values administrator (TVA) will complete the case. In 
such a Situation, the review is treated as a redetermination. 


5. Redeterminations 


March 1995 


5.1 General 


If importers do not agree with a determination or appraisal the commodity 
specialist makes, they can ask the regional tariff and values administrator 
(TVA) to perform the review and make a redetermination. If the importers do 
not agree with the TVA’s redetermination, they can request a further 
redetermination from the Deputy Minister of National Revenue (an officer 
designated by the Deputy Minister will make the actual decision). 


Any time importers request a redetermination, they must provide Revenue 
Canada with what they believe is the correct information, and information that 
substantiates the change. 


A redetermination changes the declared information on the customs entry. 


Because this information provides the basis for the amount owing, the 
redetermination often results in Revenue Canada reassessing the duties. 
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5.2 Refunds 


Revenue Canada will grant a refund of duties paid in excess of duties owing in 
cases when the goods are imported from a NAFTA country, but the importer 
did not claim the NAFTA preferential tariff on the original importation. For 
more information, see Chapter 5: Post Importation Claims and Corrections. 


5.3 Detailed adjustment statement 


If a redetermination (or the initial determination the commodity specialist 
made) results in a change in the amount of duty payable, Revenue Canada will 
notify the importer by sending a Detailed Adjustment Statement (DAS). The 
DAS will include all pertinent information about the goods in question, and 
will provide a detailed explanation of the change in duties payable. 


5.4 Time periods 


5.4.1 Redetermination requested by the importer or person who 
signs the Certificate of Origin 


If importers or, when applicable, persons signing the Certificate of 
Origin are dissatisfied with a redetermination from the TVA, they can 
request a further redetermination from the Deputy Minister no later 
than 90 days after or, when the Minister deems it advisable, no later 
than one year after the original determination was made. In exceptional 
cases only, and according to strict criteria, they can request a 
redetermination up to two years after the original determination was 
made (see Memorandum D11-6-1, Determination/Redetermination and 
Appraisal/Reappraisal of Goods). 


5.4.2 Redetermination initiated by Revenue Canada 


Revenue Canada can also initiate a redetermination. This is significant, 
since most importations are subject to a deemed determination because 
the large volume of importations does not allow for the commodity 
specialist’s review within the allotted 30 days. As a result, many 
redeterminations are undertaken by tariff and values administrators. 


The time period in which Revenue Canada can initiate a 
redetermination depends on the circumstances. Generally, a tariff and 
values administrator can make a redetermination within 90 days. 
However, when it was not possible for commodity specialists to make 
an initial determination because of insufficient information, they can 
make the redetermination within two years. 
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When the redetermination is requested based on an audit or an origin 
verification, the redetermination can occur up to two years after the 
initial determination was made. In the case of a redetermination 
resulting from an origin verification because the producer made an 
election to average, Revenue Canada can make the redetermination 
within four years of the initial determination. 


The Deputy Minister can make a redetermination on his or her own 
initiative within two years of the time the initial determination was 
made, or within a longer period under certain circumstances. 


6. Procedures for redetermination 


6.1 Security 


Importers who request a redetermination must first pay all amounts owing as 
duties, or post security satisfactory to the Minister, within 30 days of a 
determination. Importers can post security instead of actually paying duties 
owing, if they request a further redetermination, or if they file an appeal to the 
Canadian International Trade Tribunal. 


6.2 Where to apply 


The importer, or the person who signed a Certificate of Origin, should submit 
an application containing a single request for redetermination to the customs 
region where the goods were imported. If the person who signed a Certificate 
of Origin files an application which contains requests for the redetermination 
of more than one importation, and if the importations involved have been 
made in more than one customs region, then the application should be 
submitted to the customs regions where most of the importations were made. 


6.3 Documentation required 


Importers should request redeterminations using Form B2, Canada Customs - 
Adjustment Request. They should provide two completed copies (three copies 
where security is being posted) in either English or French. A person who has 
signed and completed a Certificate of Origin should use Form B226, 
Request(s) for Redetermination of the Origin of Goods Imported from a NAFTA 
Country. 
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6.4 Redeterminations of origin 
6.4.1 Precedence 


If Revenue Canada receives requests for redetermination of the origin 
of goods involving the same issue from both the person who completed 
and signed the Certificate of Origin and the importer, the Department 
will process one application first, and then will process the other based 
on the results of the first. If one of the redetermination requests is 
made to the Deputy Minister, then Revenue Canada will process that 
request first. The Department can use any information supplied in 
either redetermination request to make its decisions on both 
redetermination requests. 


6.4.2 Multiple entries 


A single application an exporter or producer makes can contain 
multiple requests for the redetermination of the origin of goods 
imported under different transaction and line numbers, if all the 
requests involve the same product. If this condition is satisfied, and the 
application contains redetermination requests at both levels, the 
Department will process the requests made to the Deputy Minister first. 


Revenue Canada may accept applications involving redeterminations of 
multiple importations that involve related products that are part of a 
single product line, if the origin information submitted tends to show 
that a decision on one model of the product line is representative of 
decisions on all models. The customs region handling the case will 
decide whether or not to accept this type of application. 


1B Advance ruling 


Instead of requesting a redetermination of the origin or the country-of-origin marking 
of the goods, the importer or person who completed and signed a Certificate of Origin 
for the goods can choose to submit a request for an advance ruling. Revenue Canada 
will then make an advance ruling, and will honour it for importations of goods that 
occur after the Department issues the advance ruling. An advance ruling is not a 
redetermination, and therefore will not result in the refund of any money due to 
importers for past importations. A request for a review of an advance ruling can be 
made to the Deputy Minister. For more information on the advance ruling program, 
consult Memorandum D11-4-16, Advance Rulings. 


March 1995 Canada’s Customs Procedures 


7-6 


8. Appeals to the Canadian International Trade 
Tribunal (CITT) 


If importers, exporters, or producers are dissatisfied with a redetermination the 
Deputy Minister made, they can file an appeal to the Canadian International Trade 
Tribunal (CITT). To file an appeal, they can file a notice of appeal in writing to the 
Deputy Minister and the Secretary of the CITT no later than 90 days after the date the 
Deputy Minister’s notice of the redetermination was given. They should send the 
notice of appeal to: 


Deputy Minister of National Revenue 
123 Slater Street 
Ottawa ON K1A OL8 


Or 


Secretary 

The Canadian International Trade Tribunal 
Journal Tower South, 21st Floor 

365 Laurier Avenue West 

Ottawa ON KIA 0G7 


Facsimile: (613) 990-2439 


9. Federal court 


The Federal Court will accept appeals of CITT decisions on any question of law 
within 90 days. 


10. Additional information 


For more information, see the following publications: 

e Memorandum D11-6-1, Determination/Redetermination and 
Appraisal/Reappraisal of Goods 

e Memorandum D11-4-17, NAFTA Origin Redetermination Requests filed by the 
Person who Completed and Signed the Certificate of Origin 

@ Revenue Canada Customs NAFTA Origin Redetermination Requests by 
Exporters or Producers guide 
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Revenue Canada provides programs that can be used to reduce or eliminate customs 
duties on goods imported from NAFTA countries. This chapter focuses on two types 
of programs: 

@ Section A: Drawback 

@ Section B: Duty deferral 


Section A: Drawback 


1. Introduction 


Drawback occurs when Revenue Canada returns the duty amount at the time of 
importation into Canada if certain conditions have been met (i.e., manufacturing in 
Canada or subsequent exportation from Canada). There are two basic types of 
drawback programs: 
i) the Export Program, which is broken down further into: 

@ the Same Condition Program; and 

@ the Manufacturing Program; and 
ii) the Home Consumption Program. 


The Same Condition Program pays a drawback of the duties paid on unused goods 
exported from Canada in the same condition as the goods were imported. The 
Manufacturing Program pays a drawback of the duties paid on imported material 
incorporated into Canadian manufactured goods and later exported. Also, under this 
program, claimants can obtain drawback in cases where they did not use the imported 
goods to produce the exported products. Instead, they used the imported goods to 
produce goods for the domestic market, and they use similar goods to produce the 
exported products. Finally, the Home Consumption Program pays users of the goods 
a drawback of the duties they paid on certain imported goods they use for specific 
purposes in Canada for home consumption. 


For goods exported to the United States, the drawback programs were scheduled to be 
eliminated under the Canada-U.S. Free Trade Agreement (FTA) on January 1, 1994. 
However, under NAFTA, the programs were extended with minor changes until 
January 1, 1996. After that date, in general, goods exported to the U.S. will no 
longer be eligible for full drawback. The same restriction applies to exports to 
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Mexico on and after January 1, 2001. However, NAFTA lists a number of exceptions 
to these restrictions on exports to either the U.S. or Mexico on or after the specified 
dates. 


For full details on Canada’s drawback programs, see sections 82 to 87 of the Customs 
Act (Export Program), and sections 69 to 72 of the Customs Tariff (Home 
Consumption Program). 


2. Purpose 


This section outlines Revenue Canada’s drawback programs under NAFTA. 


3. Persons affected 


The types of persons who can claim drawback of duties they paid depends on the type 
of program. In all cases, the claimant must be located in Canada. 


Under the Same Condition Program, the importer or exporter of the goods imported 
into Canada and later exported can claim drawback. 


Under the Manufacturing Program, the following persons can claim drawback: 

@ in the case of distilled spirits, the manufacturer or producer of the exported 
distilled spirits; or 

@ the exporter, manufacturer, or producer of the goods later exported. 


Under the Home Consumption Program, persons who used certain goods, such as 
some steel and textile products for consumption in Canada, can claim drawback. 
Persons who want to use this program should contact the Revenue Canada regional 
office in their area. 


4. Procedures 


During the continuation period of Canada’s drawback programs for goods exported to 
the U.S. or Mexico, NAFTA presents only minor changes to these programs. These 
changes affect procedures which persons need to follow when claiming drawback of 
duties they paid. 


NAFTA requires new documentation from claimants under the drawback programs. It 

is important, however, to remember that claimants must still follow these procedures: 

@ they must apply for a drawback on Form K32 or K32-1, Drawback Claim, no 
later than four years after they paid the duties on the imported materials or goods; 
and 
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@ they have to include import documentation, production statements, export 
analyses, and sales and shipping documentation with the application. 


As well as following the above procedures, claimants must, according to NAFTA, 
present proof of the amount of duties they paid when importing the goods or materials 
into the other NAFTA country. 


5. Full and partial drawback 


On and after the completion dates of the drawback programs (January 1, 1996, for the 
U.S., and January 1, 2001, for Mexico), the refund of duties for certain goods 
exported to the U.S. and Mexico will be reduced. However, NAFTA provides 
exemptions for certain other goods. This means that these goods will receive full 
refund of duties when exported to the U.S. or Mexico. 


5.1 Full drawback 


The following exemptions apply to those goods exported to the U.S. or Mexico on 
and after the completion dates. 


Same-condition goods 


Special exportations 

Revenue Canada will pay full drawback on goods exported because of: 

@ delivery to a duty-free shop; 

@ delivery for ship’s stores or supplies for ships or aircraft; or 

@ delivery for use in joint undertakings of two or more NAFTA countries that 
will later become the property of the country where the goods were exported. 


Originating goods 
Revenue Canada will pay full drawback on goods originating in the U.S. or 
Mexico and exported to the U.S. or Mexico. 


There are also a number of exemptions that apply only to Canada-U.S. trade. 
Revenue Canada will pay full drawback on goods exported under the 
Same-Condition Drawback Program. (In addition, the definition of what is 
considered to be same condition will be broadened to include such processes as 
testing, cleaning, repacking, and preserving.) 


Imported citrus products 
Revenue Canada will pay full drawback on imported citrus products when they are 
incorporated into products exported to the U.S. 
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Certain imported materials 

@ Revenue Canada will pay full drawback on imported materials used to produce 
quilted cotton or man-made piece goods or furniture moving pads that are 
subject to the most-favoured-nation (MEN) duty rate when exported to the 
UES? 

@ Revenue Canada will pay full drawback on imported materials used to produce 
wearing apparel that is subject to the MFN duty rate when exported to the 
U.S. 


5.2 Partial drawback 


Goods not covered under the exemptions for full drawback in section 5.1 will be 
eligible for partial drawback on and after the specified completion dates. Revenue 
Canada will base the amount of drawback that it will pay on either the total 
amount of duties paid on the material inputs imported into Canada and used to 
manufacture the good, or the total amount of duties paid on the manufactured 
good when exported to the U.S. or Mexico, whichever amount is less. 


6. Additional information 


For more information, see the following publications: 

@ Memorandum D7-2-1, Home Consumption Drawbacks 

@ Memorandum D7-3-4, Canadian Manufactured Goods Exported Drawback 
Regulations 

@ Memorandum D7-3-5, Goods Imported and Exported Drawback Regulations 


re a a ee ee nS 
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Section B: Duty Deferral 


1. Introduction 


Duty deferral, also called inward processing (IP), is relief from the payment of 
customs duties on goods imported to be used in, wrought into, or attached to goods 
produced in Canada for export. This program also covers imported materials, other 
than fuel or plant equipment, directly consumed or expended to process goods in 
Canada for export. The IP program provides similar relief from customs duties as is 
available through export drawbacks, but allows the processor to post security rather 
than pay the customs duties and file for a drawback after exportation. 


For goods exported to the United States, the duty deferral program, as with the 
drawback programs, was scheduled to be eliminated under the Canada-U.S. Free 
Trade Agreement (FTA) on January 1, 1994. However, under NAFTA, the program 
was extended with minor changes until January 1, 1996. After that date, in general, 
goods exported to the U.S. will no longer be eligible for full relief. The same 
restriction applies to exports to Mexico on and after January 1, 2001. However, 
NAFTA lists a number of exceptions to these restrictions on exports to either Mexico 
or the U.S. after the specified dates. 


You will find the legislation pertaining to duty deferral in sections 80 to 83 of the 
Customs Tariff. 


2. Purpose 


This section outlines Revenue Canada’s duty deferral program under NAFTA. 


3. Persons affected 


For NAFTA purposes, persons who can claim relief of duties under the duty deferral 

program are those producers in Canada who either: 

@ have an export agreement with importers in the U.S. or Mexico for specific 
goods; or 

@ have established a pattern of past export sales with importers in the U.S. or 
Mexico. 


4. Procedures 


During the continuation period of Revenue Canada’s duty deferral program for goods 
exported to Mexico or the U.S., NAFTA presents only minor changes to this 
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program. These changes affect procedures which persons need to follow when 
claiming duty deferral. 


NAFTA requires new documentation from claimants under the duty deferral program. 

It is important, however, to remember that claimants must still follow these 

procedures: 

@ they must apply for duty deferral on Form K90 before they import the goods or 
materials that they later export; and 

@ they must include proposals for audit and control systems they will use to monitor 
goods imported under this program, and the agreement for sale and exportation of 
the processed goods or a pattern of past sales and exportations of those goods, 
with the application. 


As well as satisfying the procedures listed above, participants under the duty deferral 
program must satisfy the following procedures introduced under NAFTA: 


@ They must present proof of the amount of duties they paid to import into the other 
NAFTA country. They must supply the proof no later than 60 days after the 
export date. If they do not present this proof, the participants have to repay the 
relief. If we receive the proof after the 60-day period is over, the participants can 

~ then submit a claim to obtain the relief for which entitlement exists. 

@ The participants are responsible for providing detailed export reports and for 
categorizing information into such categories as NAFTA, non-NAFTA, Mexico, 
on UES: 


5. Full and partial duty deferral 


On and after the completion dates of the duty deferral programs (i.e., January 1, 
1996, for the U.S., and January 1, 2001, for Mexico), certain goods exported to the 
U.S. and Mexico under these programs will be affected by a reduction in the relief of 
duties. However, NAFTA provides an exemption for certain other goods. This means 
that these goods will receive full duty relief when they are exported to the U.S. or 
Mexico. 


5.1 Full duty deferral 


The following exemption applies to those originating goods exported to the U.S. 
or Mexico on and after the completion dates. Revenue Canada will grant full relief 
on goods originating in the U.S. or Mexico and exported to the U.S. or Mexico. 
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5.2 Partial duty deferral 


Goods not covered under the exemptions for full relief in 5.1 above will be 
eligible for partial relief on and after the specified completion dates. Revenue 
Canada bases the amount of relief that it may grant on either the total amount of 
duties payable on the material inputs imported into Canada and used in the 
manufacture of the good, or the total amount of duties payable on the 
manufactured good when exported to the U.S. or to Mexico, whichever amount is 
less. 


6. Additional information 


For more information, see Memorandum D7-3-1, Inward Processing. 


i 
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The Customs Tariff imposes customs duties on most goods when they are imported 
into Canada. In some cases, however, goods enter Canada on a temporary basis only. 
Under NAFTA, if Revenue Canada can classify goods under specific headings or 
subheadings of the harmonized system, the Department will give full relief from the 
payment of customs duties. 


This chapter explains the specific classes of goods that can be imported on a 
temporary basis from Mexico or the United States free of customs duties. 


The chapter is divided into four sections: 

*¢ Section A: Professional equipment, press equipment, sound or television 
equipment, cinematographic equipment, and goods for sports 
purposes 

¢ Section B: Display or demonstration goods 

* Section C: Commercial samples 

¢ Section D: Advertising films 


Section A: Professional equipment, press equipment, 
sound or television equipment, 
cinematographic equipment, and goods 
for sports purposes 


1. Introduction 


For details on the legislative provisions, see Schedule I of the Customs Tariff, and 
the NAFTA Temporary Admission of Goods Regulations. 


2. Purpose 


This section outlines the conditions and requirements under which specified goods 
classified under the following tariff item numbers can be imported temporarily into 
Canada from Mexico or the U.S.: 
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Tariff item number 


9823.10.00 


9823.20.00 


9823.30.00 


9823.40.00 


9823.50.00 
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Description 

Professional equipment necessary for carrying out the 
business activity, trade, or profession of a business 
person who qualifies for temporary entry, under 
Chapter 16 of NAFTA 

Equipment for the press 

Equipment for sound or television broadcasting 


Cinematographic equipment 


Goods for sport purposes 


3. Persons affected 


Only nationals or residents of Mexico or the U.S. who are seeking temporary entry 
for themselves can seek temporary admission of the specified goods into Canada 
under the eligible tariff item numbers. 


4. Conditions of application 


4.1 Qualifying goods 


These conditions apply to goods classified under the following tariff item 


numbers: 

¢ 9823.10.00; 
© 9823.20.00; 
* 9823.30.00; 


¢ 9823.40.00; and 


2) ,9823:50.00; 


The goods can be classified under these tariff item numbers regardless of their 
origin (as defined in Chapter 1) and regardless of whether like, directly 
competitive, or substitutable goods are available in Canada. However, they must 
be imported into Canada from Mexico or the U.S. 


Goods covered in this section apply to both casual and commercial goods (see 


the glossary). 


March 1995 


Canada’s Customs Procedures 


9-3 


Professional equipment includes goods essential and directly related to the 
activity of a business person for that person’s sole use in conducting such 
activity. It does not include any goods intended for personal use. 


Goods for sports purposes are sports equipment directly related to and for the 
sole use of the person or persons engaged in sports contests, demonstrations, or 
training in Canada. 


4.2 Requirements 


To qualify for the duty-free treatment under the eligible tariff items, importers 

must: 

* use the goods themselves, or must supervise their use, in the exercise of their 
business activity, trade, or profession; 

¢ not sell or lease the goods while in Canada; 

* ensure that a bond accompanies the goods, if it applies (see paragraphs 5.2, 
"Security deposit for casual goods," and 6.2, "Security deposit for 
commercial goods"); 

¢ be able to identify the goods when they export them; 

* export the goods from Canada or destroy them within the 12-month period 
after the import date; and 

* import a reasonable quantity of the goods for their intended use. 


5. Casual goods - documentation requirements 


5.1 Importing casual goods 


Importers can apply to import casual goods under an eligible tariff item at the 
customs office when and where they import the goods. They should document 
all casual goods on Form E29B, or on an A.T.A. Carnet (see the glossary for 
details on the A.T.A. Carnet). 


Importers must advise Revenue Canada where the goods are destined, how they 
will use them, and how long they will remain in Canada. They also must 
provide a detailed list of the goods they are importing, along with their value for 
duty. Importers can use a commercial invoice, current price list, bill of sale, or 
other similar document to establish their value for duty. 


5.2 Security deposit for casual goods 


The Department does not need any security when the casual goods originate in a 
NAFTA country (as defined in Chapter 1: Certification). Importers using an 
A.T.A. Carnet will not need to provide additional security. 
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When importers do not include an A.T.A. Carnet with their non-originating 
casual goods, Revenue Canada may need security in an amount not more than 
the duties that would be payable if the importer had not imported the goods 
temporarily. The security must be in Canadian funds and may be in the form of 
cash, a certified cheque or traveller’s cheque made payable to the Regional 
Collector, or a bond acceptable to Revenue Canada. 


5.3 Exporting casual goods 


When exporting the goods, along with the Temporary Admission Permit 
(Form E29B), or the A.T.A. Carnet, the importer must present the goods to 
Revenue Canada for examination and certification of exportation. 


6. Commercial goods - documentation requirements 


6.1 Importing commercial goods 


Importers can request advance authorization to import commercial goods under 
an eligible tariff item by applying to a regional remissions officer located in the 
region where the goods will be imported. Revenue Canada can also grant 
authorization when the goods are actually imported. 


If a security deposit is required, importers must document the commercial goods 
on Form E29B, Temporary Admission Permit. 


If no security deposit is required, the importers should account for the 
commercial goods on Form B3, Canada Customs Coding Form, or on an A.T.A. 
Carnet (see the glossary for details on the A.T.A. Carnet). 


Importers must ensure that accounting document packages contain the reason for 
temporary importation, the destination of the goods, and the period of time 
during which the goods need to be in Canada. 


The temporary importation of the goods will be made easier if Form B3 
provides a complete description of the goods, along with their value for duty. 


6.2 Security deposit for commercial goods 


No security deposit is required for: 

* commercial goods accompanied by a valid A.T.A. Carnet; or 

* commercial goods that originate in a NAFTA country and that are 
accompanied by a completed Certificate of Origin (see Chapter 1: 
Certification). 
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If the goods do not meet any of the above criteria, the importers have to 
document them on Form E29B, and must pay a security deposit in an amount 
equal to the duties that would otherwise be payable on entry or final importation 
of those goods. 


The security deposit must be in Canadian funds and may be in the form of cash, 
a certified cheque or traveller’s cheque made payable to the Regional Collector, 
or a bond acceptable to Revenue Canada. 


6.3 Exporting commercial goods 


For commercial goods documented on an A.T.A. Carnet, importers must present 
the goods and the A.T.A. Carnet to Revenue Canada to be examined and 
certified as having been exported. 


For commercial goods importers account for on a Form E29B, Temporary 
Admission Permit, (i.e., goods that do not originate in a NAFTA country, where 
NAFTA origin cannot be proven, and that are not documented on an A.T.A. 
Carnet), importers must present the goods, along with the copies of Form E29B 
to Revenue Canada to be examined and certified as having been exported 


For commercial goods importers account for on a Form B3 (i.e., goods that 

originate in a NAFTA country, or where NAFTA origin can be proven, and that 

are not documented on an A.T.A. Carnet), the importer must forward proof of 

export to the regional remissions officer located in the region where the goods 

will be temporary imported. Proof of export must be in the form of: 

* an accounting document issued in a NAFTA country on the importation of 
the goods into that country; 

* a transportation company document regarding the exportation of the goods 
from Canada; 

* other evidence satisfactory to Revenue Canada showing that the goods had 
been exported from Canada; or 

* acopy of Form E15, Jdentification of Goods Exported or Destroyed, proving 
that the goods were exported. 


Neen ee eee eee ee 
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7. Keeping the specified goods in Canada 


7.1 Extending the temporary importation period 


When keeping the goods in Canada is reasonably related to the purpose of their 
temporary admission, and when the importer applies, Revenue Canada will grant 
an extension of the temporary admission period for a maximum of 12 months at 
a time. The importer must submit an application to extend the period before that 
period expires, and can do so by contacting the nearest Revenue Canada office. 


7.2 Goods remaining in Canada 


If the goods are to remain in Canada, importers must present a properly 
completed accounting document for full duties, with the required supporting 
documentation, to the nearest Revenue Canada office. Importers must ensure the 
accounting document is accompanied by the importer copy and the importer 
receipt copy of Form E29B when it applies. 


Importers can account for goods when they pay the customs duties and 
applicable taxes that apply to the full value of the goods when the goods were 
temporarily imported into Canada. 


When the goods were destroyed while in Canada, Revenue Canada will ask that 
an officer, police officer, or fire marshal certify their destruction on Form E15, 
Certificate of Destruction/Exportation. 


8. Additional information 


For more information, see the following publications: 

¢ Memorandum D8-1-14, Professional Equipment, Press Equipment, Sound or 
Television Equipment, Cinematographic Equipment, and Goods for Sports 
Purposes Imported Temporarily from a NAFTA Country 

¢ Memorandum D8-1-4, Temporary Admission Permit Form E29B 

* Memorandum D2-1-1, Temporary Importation of Baggage and Conveyances by 
Non-Residents 

* Memorandum D8-1-7, Use of A.T.A. Carnets for the Temporary Admission of 
Goods 


pe ee ee 2 ee ee eee ee 
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Section B: Display or demonstration goods 


1. Introduction 


For details on the legislative provisions, see tariff item number 9823.60.00 in 
Schedule I of the Customs Tariff, and the NAFTA Temporary Admission of Display 
or Demonstration Goods Regulations. 


2. Purpose 


This section outlines the conditions and requirements under which goods intended 
for display or demonstration and classified under tariff item number 9823.60.00 may 
be imported temporarily into Canada from Mexico or the United States. 


3. Persons affected 


Only nationals or residents of Mexico or the U.S. can seek temporary admission of 
goods intended for display or demonstration in Canada. 


4. Conditions of application 
4.1 Qualifying goods 


These conditions apply to goods classified under tariff item number 9823.60.00. 
The goods can be classified under this tariff item number regardless of their 
origin (as defined in Chapter 1) and regardless of whether like, directly 
competitive, or substitutable goods are available in Canada. Therefore, a 
Certificate of Origin is not required in this instance. However, the goods must 
be imported into Canada from Mexico or the U.S. 


Goods intended for display or demonstration include: 

¢ products which are on display and demonstration; and 

* products that form part of the display and demonstration, such as stands, 
tables, backdrops, decorations, display booths, tents, and other housings or 
coverings when they are part of an entire display and demonstration. 


4.2 Requirements 


To qualify for the duty-free treatment, importers must: 

* use the goods themselves, or supervise their use, in the exercise of their 
business activity, trade, or profession; 

* not sell or lease the goods while they are in Canada; 
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* ensure the goods are accompanied by a bond if it applies (see details below); 

* be able to identify the goods when they export them; 

* export the goods from Canada or destroy them within the 12-month period 
after the import date; and 

* import a reasonable quantity of the goods for their intended use. 


Documentation requirements 


5.1 When importing 


Before undertaking any procedure, the importer should contact the organizer of 
the convention or exhibition in Canada who might have appointed an authorized 
agent to deal with Revenue Canada on importing display goods. The authorized 
agent may sometimes provide a security deposit for goods to be exhibited or 
displayed. In many cities across Canada, Revenue Canada establishes temporary 
offices at the convention and exhibition sites to make moving the display and 
demonstration goods easier. 


Importers must document display and demonstration goods on Form E29B, 
Temporary Admission Permit, unless the importer or the owner has in his or her 
possession a valid A.T.A. Carnet (see the glossary for details on the A.T.A. 
Carnet). In addition, when the goods will be displayed or demonstrated at more 
than one site in Canada, the importer must include a detailed itinerary with 
Form E29B. 


When the goods are brought into Canada using a non-bonded carrier, there are 

two ways to complete the necessary customs documents: 

* importers can complete them at the border point of importation into Canada; 
or 

* importers can complete them at an inland customs office, if they obtain a 
one-trip authorization to transport the goods into Canada. 


5.2 Security deposit 


No security deposit is required for: 

* goods accompanied by a valid A.T.A. Carnet; 

* goods that originate in a NAFTA country (as defined in Chapter 1: 
Certification); or 

* goods intended for display or demonstration at a convention or exhibition 
held by any level of government, Canadian or otherwise. 
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For goods that do not meet any of these criteria, importers must post a security 
deposit in an amount equal to the duties that would otherwise be payable on 
entry or final importation of those goods. Importers or organizers who would 
like to know the rates of customs duties and taxes that would apply can send 
information describing their event to the regional Revenue Canada office nearest 
the exhibition site at least eight weeks before the goods will be imported. 


The security deposit must be in Canadian funds in the form of cash, a certified 
cheque or traveller’s cheque made payable to the Regional Collector, or a bond 
acceptable by Revenue Canada (see the glossary). 


5.3 When exporting 


At the time of exportation, the importers must present the goods along with 
copies of Form E29B, Temporary Admission Permit, or the A.T.A. Carnet, to 
Revenue Canada for examination and certification of exportation. If a bonded 
carrier will export the goods, the paperwork can be done at the closest inland 
customs office. If the goods are not being exported by a bonded carrier, the 
goods must be presented along with the relevant documentation at the customs 
office located at the point of exit. 


If Revenue Canada determines that this procedure was impossible or 
impracticable, the Department may accept the following documents as proof of 
exportation: 

* aconsumption accounting document or landing certificate fully completed 
and certified by a customs officer of the country to which the goods have 
been exported; 

¢ aUsSS. Certificate of Disposition of Imported Merchandise (D.F. 3227) fully 
completed and certified by a U.S. customs officer; or 

¢ any other document acceptable to Revenue Canada that proves that the goods 
were exported. 


Once the goods have been exported from Canada and all formalities have been 
completed, Revenue Canada will cancel the bond or send a cheque to the 
importer for the amount of the security deposit. 


6. Extending the temporary admission period 


When the temporary admission period for the goods is not sufficient, the importer or 
the organizer of a convention or exhibition can apply for an extension. Revenue 
Canada will consider an extension of the admission period of a maximum of 

12 months. The importer or organizer must submit the application for an extension 
of a period before that period expires, and can do so by contacting the nearest 
Revenue Canada office. 
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7. Goods remaining in Canada 


If the goods are to remain in Canada, the importer must present a properly 
completed accounting document for full applicable duties, as well as the required 
supporting documentation, at the nearest Revenue Canada office. The importer copy 
and the importer receipt copy of Form E29B, Temporary Admission Permit, must 
accompany the accounting document. The Certificate of Origin may be required as 
part of the accounting document package. 


Importers can account for goods when they pay the customs duties and applicable 
taxes imposed on the full value of the goods when the goods were temporarily 


imported into Canada. 


When the goods were destroyed while in Canada, Revenue Canada will ask that a 
departmental officer, police officer, or fire marshal certify their destruction. 


8. Additional information 


8.1 Specific industrial sectors 
Please note that certain clothing and textile products imported into Canada are 
subject to import permit control. Importers should contact the Department of 


Foreign Affairs. 


Importers should contact Agriculture and Agri-food Canada before they import 
certain plants, animals, and products. 


8.2 Reference 


For more information, see Memorandum D8-1-15, Display or Demonstration 
Goods Imported Temporarily from a NAFTA Country. 


8.3 Goods and services tax (GST) 
Revenue Canada considers those goods classified under tariff item 


number 9823.60.00 as non-taxable under the GST. A security deposit may be 
required. 


March 1995 Canada’s Customs Procedures 


9-11 


Section C: Commercial samples 


1. Introduction 


For details on the legislative provisions, see tariff item number 9823.70.00 in 
Schedule I of the Customs Tariff, and the NAFTA Commercial Samples and 
Advertising Films Regulations. 


2. Purpose 


This section outlines the conditions and requirements under which commercial 
samples classified under tariff item number 9823.70.00 may be imported temporarily 
into Canada from Mexico or the United States. 


3. Persons affected 


3.1 Importers into Canada who are non-residents of Canada 


Any non-resident importer can seek temporary admission of commercial samples 
into Canada. 


3.2 Importers into Canada who are residents of Canada 


To be entitled to seek temporary admission of commercial samples, importers 
who are residents of Canada must: 

* be employees or agents of a supplier from Mexico or the U.S.; 

* act on behalf of the supplier; and 

* negotiate sales contracts only in the name of the foreign supplier. 


When they are residents of Canada, importers may have to produce evidence 

that: 

¢ they are bona fide agents of the Mexican or U.S. supplier; 

¢ they are acting on behalf of the supplier; and 

* they will negotiate subsequent sales contracts only in the name of the 
supplier. 


Canadian residents who are employees or agents of Canadian subsidiaries of 
Mexican or U.S. firms, or who are agents of Canadian distributors of Mexican 
or U.S. goods, are not employees or bona fide agents of Mexican or U.S. 
suppliers. Therefore, these importers are not entitled to temporarily import 
commercial samples under tariff item number 9823.70.00. 
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4. Conditions of application 
4.1 Qualifying goods 


These conditions apply to goods classified under tariff item number 9823.70.00. 
The goods can be classified under this tariff item number regardless of their 
origin (as defined in Chapter 1: Certification) and regardless of whether like, 
directly competitive, or substitutable goods are available in Canada. However, 
they must be imported into Canada from Mexico or the U.S. 


4.2 Requirements 


To qualify for the duty-free treatment, importers must: 

* import the goods solely to solicit orders for goods or services provided from 
a country other than Canada; 

* use the goods exclusively for exhibition or demonstration, and not sell or 
lease them while in Canada (importers or persons under the importers’ 
personal supervision are the only persons allowed to exhibit or demonstrate 
the commercial samples in Canada); 

* be able to identify the goods when they export them; 

* export the goods from Canada within the 12-month period after the import 
date; and import a reasonable quantity of the goods for their intended use 
(the importation is usually restricted to one sample of each kind or quality). 


5. Documentation requirements 


5.1 When importing 


Although no security deposit is required, importers must document and control 
the commercial samples they temporarily import from a NAFTA country on 
Form E29B, Temporary Admission Permit, or on an A.T.A. Carnet (see the 
glossary). 


Moreover, when the commercial samples are worth more than CAN$1,000, 

importers must: 

* when the commercial samples are released, provide an officer with a list of 
the dates and the places in Canada where they will exhibit or demonstrate the 
samples; and 

* keep and make available any records of the commercial samples while they 
remain in Canada. 


March 1995 Canada’s Customs Procedures 


9-13 
5.2 When exporting 


At the time of exportation, importers must present the goods along with copies 
of Form E29B, Temporary Admission Permit, or the A.T.A. Carnet to Revenue 
Canada for examination and certification of exportation. 


If Revenue Canada determines that this procedure was impossible or 

impracticable, the Department may accept the following documents as proof of 

exportation: 

* aconsumption entry or landing certificate completed and certified by a 
Mexican or U.S. customs officer; 

¢ aUSS. Certificate of Disposition of Imported Merchandise (D.F. 3227) 
completed and certified by a U.S. customs officer; or 

* any other document acceptable to Revenue Canada that proves that the goods 
were exported. 


6. Extending the temporary importation period 


When the temporary admission period for the goods is not sufficient, the importers 
or the organizers of conventions or exhibitions can apply for an extension. Revenue 
Canada will consider extension of the admission period for a maximum of 12 
months. Importers must submit the application before that period expires. Contact 
the nearest Revenue Canada customs office for details. 


7. Goods remaining in Canada 


If the goods are to remain in Canada, importers must present a properly completed 
accounting document for full applicable duties, with the required supporting 
documentation, at the nearest Revenue Canada office, along with the importer copy 
and the importer receipt copy of Form E29B, Temporary Admission Permit. 
Importers can account for the goods when they pay the customs duties and 
applicable taxes imposed on the goods’ full value when they were imported 
temporarily into Canada. 


8. Additional information 


8.1 Reference 


For more information, see Memorandum D8-1-13, Commercial Samples 
Imported Temporarily from a NAFTA Country. 
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8.2 Goods and services tax (GST) 


Revenue Canada considers those goods classified under tariff item number 
9823.70.00 as non-taxable with regard to the GST. A security deposit for GST 
on non-originating goods may be required. In this case, a Certificate of Origin 
may also be required. 
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Section D: Advertising films 


1. Introduction 


For details on the legislative provisions, see Schedule I of the Customs Tariff, and 
the NAFTA Commercial Samples and Advertising Films Tariff Items 9823.70.00 and 
9823.80.00 Regulations. 


2. Purpose 


This section outlines the conditions and requirements under which advertising films 
classified under tariff item number 9823.80.00 can be imported temporarily into 
Canada from Mexico or the United States. 


3. Persons affected 


3.1 Importers into Canada who are non-residents of Canada 


Any non-resident importer can seek temporary admission of advertising films 
into Canada. 


3.2 Importers into Canada who are residents of Canada 


To be entitled to seek temporary admission of advertising films, importers who 
are residents of Canada must: 

* be employees or agents of a supplier from Mexico or the U.S.; 

¢ act on behalf of the supplier; and 

* negotiate sales contracts in the name of the supplier. 


When they are residents of Canada, importers will have to produce evidence 

that: 

¢ they are bona fide agents of the Mexican or U.S. supplier; 

* they are acting on behalf of the supplier; and 

* they will negotiate subsequent sales contracts only in the name of the 
supplier. 


Canadian residents who are employees or agents of Canadian subsidiaries of 
Mexican or U.S. firms, or who are agents of Canadian distributors of Mexican 
or U.S. goods, are not employees or bona fide agents of Mexican or 
U.S.suppliers. Therefore, these importers are not entitled to temporarily import 
advertising films under tariff item number 9823.80.00. 
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Conditions of application 


4.1 Tariff classification 


These procedures apply to goods classified under tariff item number 9823.80.00. 
The advertising films can be classified under this tariff item number regardless 
of their origin (as defined in Chapter 1: Certification). However, they must be 
imported into Canada from a NAFTA country. 


4.2 Requirements 


To qualify for the duty-free treatment, importers must: 

* use the goods exclusively for exhibition or demonstration, and not sell or 
lease them while in Canada; 

¢ be able to identify the goods when they export them; 

* export the goods from Canada within the 12-month period after the import 
date; and 

* import a reasonable quantity of the goods for their intended use (the 
importation is restricted to one copy of each film). 


4.3 Qualifying goods 


Advertising films are recorded visual media with or without sound tracks that: 

* consist of images showing the nature or operation of goods or services that a 
person established or resident in the U.S. or Mexico offers for sale or lease; 

* are suitable for exhibition to prospective customers but not for broadcast to 
the general public; and : 

* are imported in packets that each contain no more than one copy of each film 
and do not form part of a larger consignment. 


Documentation requirements 


5.1 When importing 
Although no security of customs duties is required, importers of advertising 


films imported temporarily from a NAFTA country must document and control 
them on Form E29B, Temporary Admission Permit. 
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Moreover, if the advertising films are worth more than CAN$1,000, the importer 

must: 

* provide an officer at the time the advertising films are released with a list of 
the dates and the places in Canada where they will be exhibited or 
demonstrated; and 

¢ keep and make available records of the advertising films while they remain 
in Canada. 


5.2 When exporting 


At the time of exportation, importers must present the films along with copies of 
Form E29B, Temporary Admission Permit, to Revenue Canada for examination 
and certification of exportation. 


If Revenue Canada determines that this procedure was impossible or 
impracticable, the Department may accept the following documents as proof of 
exportation: 

* acustoms document presented in a NAFTA country showing the importation 
into that country of the goods, such as a consumption entry, landing 
certificate, or a certificate of disposition; 

* a transportation company document, such as a bill of lading, that details the 
exportation of the goods; or 

¢ any other documentation that establishes that the specific goods have been 
exported. 


Keeping the advertising films in Canada 


6.1 Extending the temporary importation period 


When retaining the advertising films in Canada is reasonably related to the 
purpose of their temporary admission, and when importers apply for an 
extension, Revenue Canada will grant an extension of the temporary admission 
period for a maximum of 12 months at a time. Importers must submit the 
application before that period expires. Contact the nearest Revenue Canada 
office for details. 


6.2 Goods remaining in Canada 


If the goods are to remain in Canada, importers must present a properly 
completed accounting document for full duties with the required supporting 
documentation, at the nearest Revenue Canada office, along with the importer 
copy and the importer receipt copy of Form E29B, Temporary Admission 
Permit. 
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Importers can account for goods when they pay the customs duties and 
applicable taxes imposed on the goods’ full value when they were temporarily 
imported into Canada. 


Additional information 


7.1 Reference 


For more information, see the following publications: 

¢ Memorandum D8-1-16, Advertising Films Imported Temporarily from a 
NAFTA Country 

¢ Memorandum D8-1-4, Temporary Admission Permit Form E29B 


7.2 Goods and services tax (GST) 
Revenue Canada considers those goods classified under tariff item number 


9823.80.00 as non-taxable with regard to the GST. A security deposit for GST 
on non-originating goods is required. 
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dwk Revenue Canada Revenu Canada 
Customs, Excise and Taxation Accise, Douanes et Impét 


CERTIFICATE OF DESTRUCTION / EXPORTATION 
CERTIFICAT DE DESTRUCTION / EXPORTATION 


THIS DOCUMENT AND THE GOODS DESCRIBED HERE MUST BE 
PRESENTED TO CANADA CUSTOMS FOR EXAMINATION AND 
CERTIFICATION PRIOR TO DESTRUCTION / EXPORTATION. 
FAILURE TO DO THIS WILL RENDER THIS DOCUMENT INVALID. 
See D20-1-4 for completion instructions, 

CE DOCUMENT ET LES MARCHANDISES DESIGNEES Ci-DESSOUS 
DOIVENT ETRE PRESENTES A DOUANES CANADA POUR FIN 
D'EXAMEN ET CERTIFICATION AVANT LA DESTRUCTION / 
EXPORTATION. EN DEFAUT DE QUO’, CE DOCUMENT SERA 


The goods described herein are being destroyed le] exported 
Les marchandises désignées ci-dessous sont détultes exporiées 


as defective or inferior after being imported on a 1/60 basis 
A raison de défectuosité ou de qualité inférieure at aprés avoir 6t6 importées sur une base de 1/60 


as surplus or obsolete under the Inward Processing Program 
étant surannées ou excédentaire fe] aprés avoir 6t6 Importées en franchise en vertu du programme pour le traitement inter. 


If goods were previously 
accounted for at Customs, state 
accounting date, Customs office 


and accounting document no. Number and type of packages, complete description of goods (State serial, model and Quantity and Unit of 


Marks and Numbers part numbers or other identifying marks.) Measure Unit Price Amount 
Si les marchandises ont 6t6 Marques et Numéros Nombre et genre de colis, désignation compte des marchandises (Indiquez le numéro | Quantité et unité de | Prix dunité Montant 
dodarbes aux dovanes antérieu- de série, le modéle ou le numéro des piéces ou autres marques d'identification.) mesure 
ement, veuillez indiquer la date de 
déclaraton, le bureau de douanes| 
et le n* de transaction. 


Customs Use Only / A I'usage des douanes seulement 


ommentaires sur l'inspection 13. Point of Destruction / Exportation 
Point de destruction / Exportation 


14. Scrap derived from the destruction of the goods described herein was: 
Les rebuts provenant de la destruction des marchandises désignées ci-dessus ont été: 


exported destroyed no scrap sok not disposed of at time of destruction 
(el détruits pas de rebut fe vendus non écoulés au moment de la destuction 


unused 
Pi non usagées eal endommagées 
F ed Copies to: 
Retourner les copies certifiées a: 


8 ee 
March 1995 Canada’s Customs Procedures 


9-20 


WNOLLWN ON3ARY NG 3834! 


epeues ne owidui) / ePEUED UI PaIUG 


3NN3AZY TWNOLLYN JO LNIALYYd3C 


SALEN00 $90 ;uaby 19ND SWOISND lz 


AUPNOD ap NeA/7A NP aqui) | DWEIS BIO SWOISND 9z 


senbsewey / SeweH OF 


SeUenOp Sep WB / JOH1O SWOIEND 


auenop ap neeing np exquiil / dweig e914 SWoIsnD ge 
7 


[PIS00 BPOD _apod jeisog 


NOISSIW3.G NVAYNA / 391440 ONINSSI 


@SSa/PP ja WON | SsepPYy Pue BWeN 


a0 a/D/0 | & juawesiNoquia) ap anbeyD 2} aew3 
0] aiqeAed anbayo punjas axe Sz 


“BpeUeD NP jUeWeUJeANCB Np enbeys UN,p UeAOW Ne sou 
-U@/PBUBD SeB|ASP Ue 81/8; |UOLEs S;UeWeBINOQUIO, so| BNO| 
“@NbeYs BpeUsD JO |USWUUeADD @ 

JO susew Aq A2ueuN> UB}peUED Uj) epew eq |Ii/M SPUN, jiV 


@NDIDU! JUEILOW NP jU@s@YIP 8119 INC SUaIPEUED S/EOP Ua 1909p ND 
JUaieAinde | jwanbesuod Jed Je as/edUeg VONDesUeJ) B| AP lUaWoW 
ne inan6y ua aueuo ap xnei NP aidwoo eipue) JNOd gisnies 
2/85 |URIUOW 8) SegjUAsid US SALIEDUAWE SasiAap Sep anbs!07 

Pa!ed|pul juNoWe ay) WO) JayIP KEW 
{S0GaP ay} ,0 JUsIEA NDA JeOP UEIPEUED jeENIDe ay) B0j@104) PUe 
Su ued 0 au} au; Je aye: aBUeUDKa SF ay) 0) Buipiooze paisnipe 
36 |)" \SOCAP au) DasapUal Ueag ary SPUN) UEdUEWY B10UM 


oN juaweuuonned, 
ON puog 


anbeud, weabiy 
anbayd used, 


PulIge|dwoo ep ajued 
eed Buyunosoy Le 


1 
1 


np arep v3 /pareg ge! 


eU anbeyo sed gusNoI 19deC 
0u anbeyo Aq pauinjes yWsodeq SE 


' 
Np a1ep UZ / Paled ve, 


' 
' 


JONDESUEA) B| BP _U a) INS gSIIGeIGWOO 19deg 
‘OU UONDESUBs| UO 10) pajuNoode |sodeg EF 


191) NP @7VMVOD BP »N/ ON JOI1UOD O6seD 


ze 


uorsvzedns seapun padonsag 


BUENO AP NEBING / FIO SWOISN 


nan v3 
sepuy) 


& @UBNOP Ua SaPipEdxa ja OW Jed SERILEA 


0) PuOg ui paddiys pue aw Aq paulwex3 oe 


919 UO UOHeJe|D9P aNd SUeP saguBISEP SasiPUeyIeW Saj aNb sajvasg/d Sa Jed ayIVaO af 


UONIESUE)) B| BP 4U Bj UOJSS SPLINDIE S109 
‘Ou vonoesues) JapuN pied sang 


epeUeD NP sagLOdxag, J OW Jed se—\yIEA 


epeUeD WO) payodxe-2/ pue aw Aq peuiwex3 82 


2J9M UIAJ@Y PAQUOsEP spc06 ay) Jey) Be|Oep Aqavay | 


LINSWALLINDOV.G SNI4 XNV VOWNY9 SANVNOG Yd 3IIdWAY 3419 LIOG JILYVd 31199 / SASOdUNd IWLLINDIV HOS SWOLSND VOVNVD AG G31L31dNOO 38 OL NOILWOd SIHL 


“OSUZA NV YIOA ‘SLNSWANDIZSN3Y 30 SNId UNOd ‘VGVNVO 37 LNVLLING NF JZLNISZUd SVd 1S3.N JMIVHOUNMAL SINUAd 3D IS JNOSIANOD VUIS 190dZG 31 
“3QIS 3SUIARY 33S ‘NOILVAHYOAN! IVNOILIGGV HO4 “LISOdSG 3HL 1I34HO4 THM VOVYNVS ONIAVST NO LINHSd AUVHUOdWNAL SIHL HAIGNIUUNS OL JUNTIVA 


“UOR}BIEDWOD OP 10 LONE>IUEP),P SUI) XNB BHIUESGId Og JUeAJOP BjULIEd 


ib e 


Soe)/pusyoJeW Boj ‘UO)eLOdXe®, B| @P 8107 "/UUEd NP LO}}O1/dXe,P @JEP a] JUBAB NO oj BPEUBD BeLENOG EP edUGI|}OAUNS Bj ENO BEHLOAXOD 0139 1UBAJOP 19 BOUBNOG SEP 0194)U09 NE 89;}}e/NSEE 108 O/NULIO) B| INS BELJDEP Ses|PUsYyJEW Be ‘sPsUBD Ne LOS BeIe,Nb jue) 
“UoBUBdWCS PUB LO}E>W UEP JO) Peluesaud eq :sNW YyUUed PUB BPOOG YIOq VOAEHOdxe-e UO “yUUed ey) Jo eLEP Aujdx@ ey) e10}9q 40 UO UO;UedNS BWOLSND BPEUED JePUN PeLOdxe-ai Og ISNW PUS EPSUBD Uj S{/YA [0.309 SLUO}END 0} e/Gne aus UJEIey Pequosep sPocS ey) 


WiOL 


a 


BYNLYNOIS 


aueiepuew 


Si@|dWOO Ja SIBJA JUOS UONEe;O9P ajuaseid e| SUEP SNUA|UOD sjuaWeuBIesua) Sa\ anb ave}99p ar 


sN@\ELODW| 
|avoduy| 


woby 


@13|0WOD PUB aNJ) AQ O} PAUIE}UOS VONEWO;UI BY) B|BP | BL 


Ss NVO= x $ sn 


uoeUBISuOD / WSOdEQ ¥z 


ow UONDESUB,) e| NS BNNIaNDa) SdL 
Ou UOOBSUB) UO PAa}DaII09 1S Ez 


184 "D 81909 BP ZN / ON jONUOD OBe9 22 


Ae aP6U0IOIg / 01 DAPUAIrS | eI0K8.P BIG | AEG Aidx3 02 


(Md W38 S104 ANN) FDZLOHd / (3131dWOD N3HM) G3193108d - 


51W80 NP oN / ON NWad 6L 


Sd axe) snod inajen, 
iso ¥e| 10) anIeA 


ETS St 


asiooe.p axel 
XP] 9SIOx3 


auenop ap siicig 
sanNg SWoIsnD 


is 


Noup ap xney 
‘Aung j0 a1 


et 


Bue) 
juawayes, 
juawiee | 
Hue L 
ut 


auenop ua snae, 


Aing 40) anren 


OL 


Juawasse|o AP oN 
ON uoneoyIsse|O, 


uoneubiseg, 
uoNduosaqg 


uonesvoiny / Awouny 9 


epeued ne abesy / epeued ui asns 


epeued ne voHeulseg / epeueDd Ui VONeUNSEG & 


@U0YdgA] BP ou Ja aSSaIpe WOU — aeJepUeW 
ON aUOYdaja| PUR ssasppy ‘aweN — jveby Zz 


QUOYdEIA! BP U J@ asSa/PE WOU — inejevodU 
ON auOUdala( PU ssaippy ‘ewen — Jayodu) 


yaiun0d NP IY / 1H Sv8HDIG 


SYIVHOdWA31l NOISSINGYV.0 SINYSAd 
LIWHAd NOISSINGVY AYVHOdW3L 


jodw) 39 sauenog ‘asisoy 
epeueg nuaney 


uonexe| pure asioxy ‘SWwo}sSNO 
epeued enuaney 


(iorre) 62 3 


Canada’s Customs Procedures 


March 1995 


Table of Contents 


Section A: Importation of goods repaired 


free under warantyerna NAP LTA countiyeme emer so. el os 10-1 
1 elntroduction? See, See ete Ls. SR eo nto won Be 10-1 
2a EAE OSC Ate: ct ee es. 5: ROMMEL cd aiehe acs ain, py eS 10-1 
37Petsons;attected) saree tao. 2 See OS ee. oe 10-1 
4° Conditions Of applica On MEMES een dat oc. ths AU MERE eS ey cs) oh Seas a eo 10-1 
De. DOCIINENtAl ON eq UMeMe NISMEMNE sth... ER yg. ean as Ss Se Ge ae 10-2 
ilies’ WDE CXOORIQEPOMIsCeANACA ii: Gam iy tok fe a uaee eS with Raum 10-2 
522, WhenvimporingsimtOanada -,..,..:5 memes @) Sk % eset wo, 10-2 
Soa AlteMmatcruoecummentaliOnl ye... + oc so ooale a 4 es a eee 10-3 
OF sAdditional infOrmatioumememn eer s+ ss. RR. «oe iae ee es Ae eee 10-3 
Ocl@ Reference mmr: ee sect) 5. «i reer, te 8c Ok 2. Goa 10-3 
6:2 7Goodsrandssernvicesstaxs(GOl)> 20.0 ae PaO en on ee 10-3 

Section B: Canadian vessels repaired or 
allercdaingne rw mitedyotatesyOL MeCxXiICO meer)... eee ons sa et eae 10-4 
1 TintroductiOn mere amen menace. 5. RSA en tisk eS, .s sf dee aoe wash ae 10-4 
2x JPY POSE gc ay eee a EERE OR Proc, hy ons enc es. Once gee A has 10-4 
3/f (PEYSONSSALICClCU armen nm Es yf ehh itu Mepis adie ABER cin, acta nea 10-4 
45 COnditiOnstO1c ap DHC Atl Imm EE nn rac. ca cern tee Pe ecueh ma e 2 92 coe wales 10-4 
AS CU AN Ey MORO COS MERE Rea rn 8c. Cys ar arap ns rot LURE os ont vant eee, eres 10-4 
A) SP AUUNOIIZECsO De LA IOMSin rar Ie .97., 6g ee ag Sele ue 3 akan le 10-5 
5. Documentation tequircmentsmenay 26.0.0 - unease es On ees Se 10-5 
So DENceX DOLCE MEER eee. cc Sy nine! |. hiram toon ayer amare way cms 10-5 
S425 W Hens POEIi Care weet: 9k Rcrae yet cone rte elle SS Uonis ee el ebe 10-5 
dad eAlteriatesGOcume nt along Nee 4s ane) wk. Poe) 2h eer es wees 10-5 
6. "Additional sintorn atic nme Wins) 2 eet et ee cd. csi anit, pe teuel ns wees Webs 10-6 
65 Referencemae annem os,» Rhunea ns 4 lo ew eke, ahh «aie 10-6 
6 2 GOOdS TANGsse WiC cutcine (C3 SLs) ie ho. aA mete Re Sastieghs Sees ease, bcebee cee 10-6 

Section C: Goods re-entered after repair 
Of allerAllOuaigagN ALA COUDLTY:  <touctm tetas bee fg eho iaae. soou arena 10-7 
1. -Antroductto negro err 2 s,s. 2 ge Pe a Pe ain Caste Ae 10-7 
2. PULDOSC; Ges pare ace cle ach tae neue A hse as «i Aa, Wye outed dal) ocean 10-7 
3. Persons alfecied seer mrmernR et cco, 25 te sete he be hme ay sige <2 ia corde mee Ba chy ke 10-7 
4. Conditions:of- applicatiOnmereete so. 5 4 ios 2 Se eens 0, wet itera meas 10-7 


March 1995 Canada’s Customs Procedures 


4 MAGA yteee SOOUS: anc sok teat ace eR RS ines) CE ast Ae as een 10-7 
4 2eeSGNOTIZeG Operations: 8.54: Awe eee e's. Vo si eee eee mee 10-7 
5. Documentaion requirements when importingue ree... cs = ee eee 10-8 
6.. “Additionabantormanoa:, q..c1.: 05 oa eee nem ec? 5. 21. eee aie ee eae 10-8 
Oil RELERENCE tei fa..0 sac tys Ae eR eS. > 3, ete a eee ee 10-8 
G27 Goods andsservices tax, (Gob earns tame ree... «cr anelcs Semen eeeeen.s (ae 10-8 
6.3. Articles exported for teSstinew ae eee es. ee oe 10-9 
6,4 Importing an aircraft exportedtior repair a. «2 4) as Seen ee 10-9 
6.5" Aireratt;-vehicle, and vesseltemetgency fepalts. . . i 5. ss eenieeen ss 10-9 


March 1995 


Canada’s Customs Procedures 


March 1995 


This chapter is divided into three sections: 


@ Section A: Importation of goods repaired free under warranty ina NAFTA 
country 

@ Section B: Canadian vessels repaired or altered in the United States or Mexico 

@ Section C: Goods re-entered after repair or alteration in a NAFTA country 


Section A: Importation of goods repaired free under 
warranty in a NAFTA country 


1. Introduction 


For details on the legislative provisions, see tariff item number 9820.00.00 in 
Schedule I of the Customs Tariff, and the NAFTA Importation of Goods Exported for 
Repair under Warranty Regulations. 


2. Purpose 


This section outlines the conditions and requirements under which goods can be 
imported duty-free into Canada from Mexico or the U.S. after having been repaired 
free under warranty. These goods are classified under tariff item number 9820.00.00. 


3. Persons affected 


Importers, owners, or other persons authorized by the importer to account for goods 
(e.g., brokers, freight forwarders) can seek to import goods repaired free under 
warranty in a NAFTA country. 


4. Conditions of application 


These procedures and conditions apply to goods classified under tariff item number 
9820.00.00 that have been exported to the U.S. or Mexico for repair under warranty. 
The goods can be classified under this tariff item number regardless of their origin 
(as defined in Chapter 1: Certification). Therefore, a Certificate of Origin is not 
required in this instance. 
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Goods can be imported under tariff item number 9820.00.00 as long as the full cost 
of repair (labour and parts) under warranty to the goods is borne by the supplier of 
the goods. Shipping charges, communications expenses, and other expenses not 
related to the repair are not taken into account. 


5. Documentation requirements 


5.1 When exporting from Canada 


When exporting the goods, the importer, owner, or other authorized person must 
document the goods on Form E15, Certificate of Destruction/Exportation. After 
Form E15 is validated at the point of exit, Revenue Canada will forward the 
original and duplicate copies to the exporter or the exporter’s agent. 


Revenue Canada should examine and identify the articles before they are packed 
and crated. 


5.2 When importing into Canada 


When importing the goods, the relevant accounting document must accompany the 
goods. A statement of the value of the repair must appear in the body of the 
invoice, even though the repair was performed free under warranty. 


Moreover, when accounting for the goods, the importer, owner, or other 

authorized person must submit: 

@ acopy of the certified Form E15 as proof of exportation (if not available, see 
paragraph 5.3, "Alternate documentation"); 

@ an invoice or written statement from the supplier showing that the repair was 
done free of charge under the terms of a warranty; and 

@ a statement by the importer (see the following for format). 
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Statement 


I, , of (province), Canada, certify that (as described in the 
attached customs accounting document) are entitled to the benefits of tariff item number 
9820.00.00 in Schedule I of the Customs Tariff, and that the goods were exported in the 
month(s) of 19__. I also certify that Revenue Canada has not granted any exemption 
from, or refund or drawback of, customs duties and that I have not claimed any exemption, 
refund, or drawback for the goods as described. 


Signature 


Date 


5.3 Alternate documentation 


In cases when a certified Form E15 is unavailable to be presented when the goods 

are being imported, Revenue Canada will also accept any of the following as 

proof of exportation: 

@ a customs document presented to the customs administration of the U.S. or 
Mexico on importing the goods into the U.S. or Mexico; 

@ a document of a transportation company on exporting the goods from Canada; 

@ a written statement made by the exporter in the U.S. or Mexico stating that the 
goods being exported to Canada are the same goods that were imported to the 
U.S. or Mexico for repair under warranty; or 

@ other documentation that Revenue Canada accepts to establish that the 
goods were exported to the U.S. or to Mexico. 


6. Additional information 


6.1 Reference 


For more information, see Memorandum D8-2-22, Importation of Goods 
Repaired Free under Warranty in a NAFTA Country. 


6.2. Goods and services tax (GST) 


Revenue Canada considers those goods classified under tariff item number 
9820.00.00 non-taxable with regard to the GST. 
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Section B: Canadian vessels repaired or altered in the 
United States or Mexico 


1. Introduction 


For details on the legislative provisions, see Schedule I of the Customs Tariff, and the 
NAFTA Tariff Item Numbers 9821.00.00 and 9822.00.00 Accounting Regulations. 


2. Purpose 


This section outlines the conditions under which certain Canadian vessels can be 
imported into Canada after having been exported to the U.S. or Mexico for repair or 
alteration. 


Section C of this chapter covers re-entry into Canada of other goods repaired or 
altered in the U.S. or Mexico. 


3. Persons affected 


The importer of the vessel can be the owner of the vessel or any other person 
(e.g., broker) who is authorized to account for a vessel classified under tariff item 
number 9821.00.00. 


4. Conditions of application 
4.1 Qualifying goods 


These conditions and requirements apply to Canadian vessels classified under 
tariff item number 9821.00.00. The goods can be classified under this tariff item 
number regardless of their country of origin (as defined in Chapter 1: 
Certification), and regardless of whether the repair or alteration could have been 
performed in Canada. 


Tariff item number 9821.00.00 relates only to Canadian vessels exported from 
Canada for the purpose of being repaired or altered in the U.S. or Mexico. 
Canadian vessels which undergo emergency repairs or which are repaired or 
altered during the course of the vessel’s operations abroad, may be eligible for 
full relief (see Memorandum D8-2-1, Canadian Goods Abroad) or the reduction 
or removal of duties (see the Vessel Duties Reduction or Removal Regulations, 
Order-in-Council P.C. 1990-939). 
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4.2 Authorized operations 


For the purpose of tariff item number 9821.00.00, repair is restoring a vessel or 
its components to good operating condition. An alteration is any operation that 
alters the vessel but does not include an operation which changes the essential 
characteristic of the vessel. 


5. Documentation requirements 


5.1 When exporting 


When exporting the vessel from Canada, the importer should usually complete 
Form A6, Outward Report, to use as proof of exportation. 


5.2 When importing 


When importing the vessel back into Canada, the importer presents Form B3, 
Canada Customs Coding Form, to Revenue Canada. So that the rate of customs 
duty can be levied only on the value of the repair or alteration, the importer 
should base the value for duty shown on the accounting document on the price 
paid or payable for the repair or alteration. 


In addition, when accounting for the vessel, the importer must submit: 

® an invoice or written statement from the person who performed the repair or 
alteration, setting out a detailed description of and the value of the repair or 
alteration; and 

@ acopy of the certified Form A6, Outward Report, as proof of exportation (if 
not available, see paragraph 5.3 below). 


5.3 Alternate documentation 


In cases when the importer does not have a certified Form A6 to present when the 

goods are being imported, Revenue Canada will accept any of the following as 

proof of exportation: 

® acustoms document presented to the customs administration of the U.S. or 
Mexico on the arrival of the vessel from Canada; 

@ a report made to an appropriate portion of the government of the U.S. or 
Mexico that indicates the vessel had arrived from Canada; 

® acustoms document presented to the customs administration of the U.S. or 
Mexico on the departure of the vessel from the U.S. or Mexico that establishes 
the vessel had arrived in the U.S. or Mexico from Canada; 
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@ a report made to an appropriate portion of the government of the U.S. or 
Mexico that indicates the vessel had departed from the U.S. or Mexico, and 
that establishes the vessel had arrived in the U.S. or Mexico from Canada; or 

@ any other documentation that the importer can present to the customs 
administration of the U.S. or Mexico to establish that the vessel was exported 
to the U.S. or Mexico. 


6. Additional information 


6.1 Reference 


For more information, see the following publications: 

@ Memorandum D8-2-25, Canadian Vessels Repaired or Altered in the 
United States or in Mexico 

@ Memorandum D8-2-1, Canadian Goods Abroad 

@ Order-in-Council P.C. 1990-939, dated May 24, 1990, Vessel Duties 
Reduction or Removal Regulations 


6.2 Goods and services tax (GST) 


For goods classified under tariff item number 9821.00.00, the GST is payable 
only on the value of the work done outside Canada. 
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Section C: Goods re-entered after repair or alteration 
in a NAFTA country 


1. Introduction 


For details on the legislative provisions, see Schedule I of the Customs Tariff, and the 
NAFTA Tariff Item Numbers 9821.00.00 and 9822.00.00 Accounting Regulations. 


2. Purpose 


This section outlines the conditions under which goods can be imported into Canada 
after having been exported to the United States or Mexico for repair or alteration. 


Re-entry into Canada of Canadian vessels repaired or altered in the U.S. or Mexico is 
covered in section B of this chapter. 


3. Persons affected 


The importer of the goods may be the owner of the goods or any other person 
(e.g., broker, freight forwarder) authorized to account for goods classified under tariff 
item number 9822.00.00. 


4. Conditions of application 
4.1 Qualifying goods 


These conditions and requirements apply to goods classified under tariff item 
number 9822.00.00. The goods can be classified under this tariff item number 
regardless of their origin (as defined in Chapter 1: Certification), and regardless 
of whether the repair or alteration could have been performed in Canada. 


4.2 Authorized operations 


For the purposes of this provision, repair is the adjustment of the good to restore 
it to its original operating condition, as well as any minor changes necessary to 
complete such restoration, which can include replacing parts. 


An alteration is a modification other than a repair. However, repairs or 
alterations do not include an operation or process that either destroys the essential 
characteristics of a good, or creates a new or commercially different good. 
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5. Documentation requirements when importing 


When importing the goods into Canada, the importer must ensure that a completed 
Form B3, Canada Customs Coding Form, accompanies the goods. 


In addition, when accounting for the goods, the importer must submit: 

®@ an invoice or a written statement from the person who performed the repair or 
alteration giving a detailed description of and the value of the repair or alteration; 
and 

@ proof of exportation of the goods to the U.S. or Mexico in the form of: 

- acustoms document presented to the customs administration of the U.S. or 
Mexico on the arrival of the goods in the U.S. or Mexico; 

- a document from a transportation company on exporting the goods from 
Canada; 

- a declaration made by the exporter in the U.S. or Mexico stating that the 
goods that arrive in Canada are the goods that were exported to the U.S. or 
Mexico for repair or alteration; or 

- other documentation that can be presented to the customs administration of the 
U.S. or Mexico to establish that the goods were exported to the U.S. or 
Mexico. 


Importers must complete all Revenue Canada invoices that apply. The importer must 
show a statement of the value of the repair or alteration on the invoice so that the rate 
of customs duty will only be assessed on the value of the repair or alteration. 


6. Additional information 


6.1 Reference 


For more information, see the following publications: 

@ Memorandum D8-2-1, Canadian Goods Abroad 

@ Memorandum D8-2-26, Goods Re-Entered after Repair or Alteration in a 
NAFTA Country 

@ Memorandum D10-14-11, Canadian Goods and Goods Once Accounted for, 
Exported and Returned 

@ Memorandum D8-3-8, Repair Abroad of Canadian Civil Aircraft, Canadian 
Aircraft Engines and Flight Simulators Remission Order 


6.2 Goods and services tax (GST) 


For goods imported under the provisions of tariff item number 9822.00.00, the 
GST is only payable on the value of the work done outside Canada. 
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6.3 Articles exported for testing 


Articles exported for testing only that are not adjusted, altered, or enhanced in 
value can be imported under the provisions of tariff item numbers 9813.00.00 or 
9814.00.00. For details, see Memorandum D10-14-11, Canadian Goods and 
Goods Once Accounted for, Exported and Returned. 


6.4 Importing an aircraft exported for repair 

See Memorandum D8-3-8, Repair Abroad of Canadian Civil Aircraft, Canadian 
Aircraft Engines and Flight Simulators Remission Order, for details on these 
importations. 

6.5 Aircraft, vehicle, and vessel emergency repairs’ 

According to the provisions outlined in Memorandum D8-2-1, Canadian Goods 


Abroad, tariff treatment for aircraft, vehicle, and vessel emergency repairs is 
covered in subsection 88(2) of the Customs Tariff. 


EE EEE EEE SEE 
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This chapter is divided into four sections: 

@ Section A: Entry into Canada of commercial samples of negligible value from 
a NAFTA country 

@ Section B: Entry into Canada of printed advertising materials from a NAFTA 
country 

@ SectionC: Confidentiality 

@ Section D: Keeping books and records 


Section A: Entry into Canada of commercial samples 
of negligible value from a NAFTA country 


1. Introduction 


For details on the legislative provisions, see tariff item number 9824.00.00 in 
Schedule I of the Customs Tariff, and the NAFTA Commercial Samples of Negligible 
Value Regulations. 


2. Purpose 


This section outlines the conditions under which commercial samples of negligible 
value can be imported duty-free into Canada from a NAFTA country. See Chapter 9, 
"Temporary Admission" for information on re-entry into Canada of commercial 
samples of negligible value that were originally exported from Canada. Temporary 
importation of commercial samples is also covered in Chapter 9. 


3. Persons affected 


Importers, owners, or other persons authorized to account for goods (e.g., brokers, 
freight forwarders) can seek duty-free importation of commercial samples of 
negligible value. 
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4. Conditions of application 


4.1 Tariff classification 


These procedures apply to goods that qualify for classification under tariff item 
number 9824.00.00. The commercial samples of negligible value can be classified 
under this tariff item number regardless of their origin (as defined in Chapter 1, 
"Certification"). Therefore, a Certificate of Origin is not required in this instance. 
However, the goods must be imported into Canada from a NAFTA country. 


4.2 Value of the goods 


To qualify for duty-free importation, the commercial samples of negligible value 
cannot be worth more than US$1 (one United States dollar) or the equivalent in 
Canadian or Mexican currency, individually or in the aggregate as shipped. 


When their value is more than US$1, the commercial samples can still qualify for 
the duty-free treatment if they are in a form that renders them useless as 
merchandise by marking, tearing, perforating, or otherwise altering them. 


4.3 Restrictions 


The commercial samples of negligible value can only be used to solicit orders for 
goods or services that will be supplied directly from a country other than Canada 
to Canadian clients or importers. 


5. Documentation required when importing the goods 


The relevant accounting document must accompany the commercial samples of 

negligible value. Moreover, the importer, owner, or person authorized to account for 

the goods also has to submit: 

®@ an invoice, a bill of lading, or a written statement from the foreign supplier of the 
commercial sample of negligible value that shows its value; and 

@ any documentation that establishes that the importer of the commercial sample of 
negligible value represents the foreign supplier or is acting on behalf of such a 
representative (e.g., a copy of an agreement or contract). 
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6. Additional information 


6.1 References 


For more information, see the following publications: 

@ Memorandum D8-2-7, Commercial Samples of Negligible Value 
Imported from a NAFTA Country 

@ Memorandum D8-2-8, Samples of Negligible Value Remission Order 


6.2 Goods and services tax (GST) 


To be eligible for a remission of the GST, the importer, owner, or person 
authorized to account for the goods should quote Order-in-Council Number 
P.C.1976-2984 in the special authority field of Form B3 in the following format: 
76-2984. 


Dee. Se 
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Section B: Entry into Canada of printed advertising 
materials from a NAFTA country 


1. Introduction 


For details on the legislative provisions, see tariff item number 9825.00.00 in 
Schedule I of the Customs Tariff, and the NAFTA Importation of Printed Advertising 
Materials Regulations. 


2. Purpose 


This section outlines the conditions under which printed advertising materials can be 
imported duty-free into Canada from a NAFTA country. 


3. Persons affected 


Importers, owners, or other persons authorized to account for goods (e.g., brokers, 
freight forwarders) can seek duty-free importation of printed advertising materials. 


4. Conditions of application 


4.1 Tariff classification 


These procedures apply to goods that qualify for classification under tariff item 
number 9825.00.00. Printed advertising materials can be classified under this 
tariff item regardless of their origin (as defined in Chapter 1, "Certification"). 
Therefore, a Certificate of Origin is not required in this instance. However, the 
goods must be imported into Canada from a NAFTA country. 


4.2 Requirements 


To qualify for duty-free importation, the importers, owners, or other persons 

authorized to account for goods must: 

© use the goods to promote, publicize, or advertise a good or service; 

@ intend to use the goods to advertise a good or service; 

® supply the goods free of charge; 

© import the goods in packets that each contain no more than one copy of each 
such material, and ensure that the material and packets do not form part of a 
larger consignment. 
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4.3 Types of qualifying goods 


Examples of the types of goods that qualify are brochures, pamphlets, leaflets, 
trade catalogues, yearbooks published by trade associations, tourist promotional 
materials, and posters. 


5. Documentation required when importing the goods 


The relevant accounting document must accompany the printed advertising materials. 
Moreover, the importer, owner, or person authorized to account for the goods has to 
submit: 

@ an invoice, a bill of lading, or a written statement from the foreign supplier of the 
printed advertising materials that shows that the goods are supplied free of charge; 
and 

@ documentation that establishes the fact that the printed advertising materials are 
being supplied in the form and for the purposes or uses specified in 4.2 above 
(e.g., a letter from the exporter or producer). 


6. Additional information 


) 6.1 References 


For more information, see Memorandum D8-3-18, Printed Advertising Materials 
Imported from a NAFTA Country. 


6.2 Goods and services tax (GST) 


To be eligible for a remission of the GST, the importer, owner, or person 
authorized to account for the goods should quote Order-in-Council 

Number P.C. 1974-2522 in the special authority field of Form B3 in the following 
format: 74-2522. See Chapter 4, "Entry for information on special authors." 


C—O 
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Section C: Confidentiality 


1. Introduction 
Revenue Canada treats all information it receives as strictly confidential. It will not 
disclose information to anyone other than government officials who are responsible 


for trade administration. For details, see article 507 of NAFTA, and sections 107 and 
108 of the Customs Act. 


2. Purpose 


This section describes confidentiality of business information. 


3. Persons affected 


Exporters, producers, and importers are affected by confidentiality provisions. 


4. General 


Information that Revenue Canada collects from exporters, importers, or producers is 
treated as protected by Revenue Canada. The Department will not release any 
information without the approval of the exporter, importer, or producer. 


Any person who requests information about the exporter or producer’s file must 
provide a letter of authorization from the exporter or producer. Even then, Revenue 
Canada will only give the information the exporter or producer authorizes to that 
person. 
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Section D: Keeping books and records 


1. Introduction 


Article 505 of NAFTA requires producers, exporters, and importers to maintain 
records. For details on domestic legislation requiring Canadian importers to keep 
records, see section 40 of the Customs Act, and the Importers’ Record Regulations. 
For details on domestic legislation requiring Canadian producers and exporters to 
keep records, see subsection 97.2(1) of the Customs Act, and the Exporters’ Record 
Regulations. 


2. Purpose 


This chapter describes record-keeping for NAFTA. 


3. Persons affected 


Exporters, producers, and importers are affected by these record-keeping provisions. 
4. General guidelines 


4.1 In Canada 


Importers in Canada must keep the Certificate of Origin and any other records 
relating to the goods the certificate covers. 


Canadian exporters or producers who complete and sign the Certificate of Origin 
must keep all records that relate to the origin of the goods. 


Records must be kept for a minimum of six years after the date on which the 
certificate was signed. 


4.2 In the U.S. and Mexico 


Producers and exporters in the U.S. or Mexico who complete the Certificate Of 
Origin for shipments to Canada must keep copies of the certificate and all records 
they used to determine the origin of the goods the certificate covers. This 
information must be kept for a minimum of five years after the date on which the 
certificate was signed. 
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5. Record-keeping methods 


The records must be kept in a way that enables a Revenue Canada officer to perform 
detailed audits of the records and to obtain or verify the information on which the 
Department made a determination of the amount of the duties paid or payable. 


When Revenue Canada finds that a producer has failed to maintain books and records 
according to the Generally Accepted Accounting Principles (GAAP) that apply in that 
country, the Department will give the producer the opportunity to record its costs 
according to GAAP within 60 days of written notification. 


6. Denying claims 


When a person has not kept records according to legislative requirements, Revenue 
Canada may deny or withdraw preferential tariff treatment under NAFTA for the 
commercial goods that are the subject of those records. 


In addition, if a person does not allow Revenue Canada access to the records 
(i.e., when requested during a verification or audit visit)’, the Department may deny 
or withdraw preferential tariff treatment under NAFTA. 


7. Additional information 


For more information, see the following publications: 

@ Memorandum D1-4-1, Invoicing Requirements of Canada Customs 

@ Memorandum D17-1-0, Accounting for Imported Goods and Payment of Duties 
Regulations 

@ Memorandum D17-1-13, Interim Accounting (Provisional Documentation) 

@ Memorandum D17-1-21, Maintenance of Records and Books in Canada by 
Importers 

@ Memorandum D20-1-5, Maintenance of Records and Books in Canada by 
Exporters 


1 See Chapter 6, "Origin Determination and Verification," for details. 
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A.T.A. Carnet 
See "Admission Temporaire - Temporary Admission Permit." 


Accounting documents 
Accounting documents include Form B3, Canada Customs Coding Form, Form B15, 
Casual Goods Accounting Document, Form E14-1, Request for Payment/Postal 
Declaration, and Form E14-2, Advice Notice/Postal Declaration (notices for private and 
commercial postal parcels). 


Accounting package 
@ For CADEX (Customs Automated Data Exchange) participants, the accounting 
package consists of customs invoices, permits, licences, certificates, and cargo 
control documents presented when release is requested. 
@ For non-participants in CADEX, the package consists of Form B3, Canada Customs 
Coding Form, related customs invoices, cargo control documents and licences, and 
permits or certificates not already presented at the time of release. 


Admission Temporaire - Temporary Admission Permit 
This document is the carnet referred to in the International Customs Convention on the 
A.T.A. Carnet for the Temporary Admission of Goods. It is an international document 
with which an importer posts security with the insurer of the carnet. The issuing body 
guarantees the payment of any duties and taxes if the condition of temporary importation 
is violated. In Canada, the Canadian Chamber of Commerce provides this document, and 
the Council for International Business provides it in the U.S. In Mexico, the equivalent 
of Canada’s Chamber of Commerce provides it. 


Advance ruling 
This is a written document from Revenue Canada stating how it will interpret specific 
provisions of NAFTA concerning goods being imported into Canada from another 
NAFTA country. 


Advertising films 
For the purposes of Chapter 9, "Temporary Admission," advertising films are recorded 
visual media, with or without sound tracks, consisting essentially of images that show the 
nature or operation of goods or services offered for sale or lease by a person established 
or resident in the territory of any NAFTA party. The films have to be suitable to exhibit 
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to prospective customers but not for broadcast to the general public. Also, they have to 
be imported in packets that contain no more than one copy of each film and that do not 
form part of a larger consignment. 


Agreement 
This refers to the North American Free Trade Agreement. 


Agricultural good 
For the purposes of Chapter 1, Certification, an agricultural good means a good provided 
for in any of the following: 


(a) 
(b) 


Harmonized System (HS) Chapters 1 through 24 (other than a fish or fish product); or 


HS subheading 
HS subheading 
HS heading 
HS headings 
HS subheading 
HS subheading 
HS headings 
HS heading 
HS headings 
HS headings 
HS headings 


HS heading 
HS heading 


2905.43 
2905.44 

33.01 

35.01 to 35.05 
3809.10 
3823.60 

41.01 to 41.03 
43.01 

50.01 to 50.03 
SL.OL to 51.03 
52.01 to 52.03 


53.01 
53:02 


(manitol) 

(sorbitol) 

(essential oils) 

(albuminoidal substances, modified starches, glues) 
(finishing agents) 

(sorbitol n.e.p.) 

(hides and skins) 

(raw furskins) 

(raw silk and silk waste) 

(wool and animal hair) 

(raw cotton, cotton waste, and cotton carded or 
combed) 

(raw flax) 

(raw hemp) 


(For reference only - descriptions are provided beside the corresponding tariff provision.) 


B226 


See "Request for redetermination." 


B3 


See "Form B3, Canada Customs Coding Form." 


Bond 


A bond acceptable to Revenue Canada can be a transferable bond issued by the 
Government of Canada or by: 
a company approved by the President of the Treasury Board as a company whose 
bond can be accepted by the Government of Canada; 

a member of the Canadian Payments Association; 

a corporation that accepts deposits insured by the Canada Deposit Insurance 
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@® acredit union; or 
® acorporation that accepts deposits from the public. 


Business person 
For the purposes of temporary admission, this is a citizen of a NAFTA party who trades 
in goods, provides services, or conducts investment activities. 


CADEX (Customs Automated Data Exchange) 
This system is a customs computerized data exchange that allows brokers and importers 
to communicate release data to Revenue Canada electronically. 


Canada Customs Invoice 
This document is a customs invoice (see Memorandum D1-4-1, Invoice Requirements of 
Canada Customs). 


Canadian International Trade Tribunal (CITT) 
This tribunal is a body responsible under Canadian legislation for findings of injury in 
antidumping and countervailing duty cases. Also, the tribunal provides advice to the 
federal government on other import issues. 


Carnet 
See "Admission Temporaire - Temporary Admission Permit." 


Casual goods 
These are goods that are not for resale or for any industrial, occupational, commercial, 
institutional, or other similar use. Essentially, casual goods are things that people import 
for their personal use. 


Certificate of Origin 
This certificate is used to substantiate NAFTA tariff treatment claimed on Form B3, 
Canada Customs Coding Form. 


Chapter 
Unless otherwise indicated, this term refers to a chapter of the Harmonized System (HS), 
indicated by the first two digits of the HS number. 


CITT 
See "Canadian International Trade Tribunal." 


Commercial goods 
These are goods imported into Canada for sale or for any industrial, occupational, 
commercial, institutional, or other similar use. 
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Commercial importation 
This is the importation of a good into the territory of any NAFTA party for sale, or for 
any commercial, industrial, or other similar use. 


Commercial samples of negligible value 
For the purposes of Chapter 11, "Miscellaneous," these samples are commercial samples 
having a value, individually or together as shipped, of not more than US$1, or the 
equivalent amount in the currency of another party, or so marked, torn, perforated, or 
otherwise treated that they are unsuitable for sale or for use except as commercial 
samples. 


Commission 
See "Free Trade Commission." 


Conspicuous 
For purposes of marking requirements, this term means capable of being easily seen with 


usual handling of the good or container. 


Consumed 
This term applies to a good that is: 
@ consumed; or 
@ processed or manufactured to result in a substantial change in value, form, or use of 
the good, or in the production of another good. 


Container 
This item is a shipping container used to transport goods. In some cases goods can reach 


the ultimate purchaser in a container. 


Countervailing duties 
These are additional duties that an importing country imposes to offset government 
subsidies in an exporting country, when the subsidized imports cause material injury to 
domestic industry in the importing country. 


Country-of-origin marking 
@ For goods imported from a NAFTA country, this marking indicates the country of 
origin of the goods determined according to the Determination of Country of Origin 
for the Purpose of Marking Goods (NAFTA Countries) Regulations; and 
@ For goods imported from any other country, this marking indicates the country of 
origin of the goods determined according to the Determination of Country of Origin 
for the Purpose of Marking Goods (Non-NAFTA Countries) Regulations. 
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Critical-surface finish 
Marking of certain types of pipes and tubes (e.g., ornamental products, and specialized 
products used in the aerospace industry) may constitute an unreasonable burden for 
technical or commercial reasons, resulting in damage to the product. In such cases, the 
product is considered to have a critical-surface finish. 


Customs Act 
This is the legislation that provides the legal framework and authority for customs 
procedures in Canada. ; 


Customs administration 
This refers to the competent authority that is responsible under the law of a NAFTA 
party for the administration of customs laws and regulations. 


Customs Cargo Control Document 
This refers to a document that transporters and carriers use to report cargo that is being 
imported. The cargo control document can be used for all modes of transport, and is 
Revenue Canada’s initial control over the shipment until it is released. 


Customs duty (for purposes of Chapter 3 of NAFTA) 

This includes any customs or import duty, and any charge imposed for the importation of 

a good, including any form of surtax or surcharge connected to such importation, but 

does not include any: 

@ charge equivalent to an internal tax imposed consistently with article III:2 of the 
GATT, or any equivalent provision of a successor agreement in which all NAFTA 
countries participate, in respect of similar, directly competitive, or substitutable 
goods of the party, or for goods from which the imported good has been 
manufactured or produced in whole or in part; 

@ antidumping or countervailing duty that is applied under a NAFTA party’s domestic 
law and applied consistently with Chapter 19 of NAFTA ("Review and Dispute 
Settlement in Antidumping and Countervailing Duty Matters"); 

e@ fee or other charge related to importation that reflects the cost of services rendered, 

@ premium offered or collected on an imported good arising out of any tendering 
system for the administration of quantitative import restrictions, tariff-rate quotas, or 
tariff-preference levels; or 

@ fee applied under section 22 of the U.S. Agricultural Adjustment Act, subject to 
Chapter 7 of NAFTA ("Agriculture and Sanitary and Phytosanitary Measures"). 


Customs Tariff Act 
Canadian legislation that provides the legal framework for the collection of customs 
duties in Canada, including rules related to drawbacks, duty remission, and valuation. 
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Customs Valuation Code 
This is the Agreement on Implementation of Article VII of the General Agreement on 
Tariffs and Trade, and its interpretative notes. 


Customs value 
For Canada, this means value for duty as defined in the Customs Act. However, to 
determine that value, the reference in section 55 of the Act "in accordance with the 
regulations made under the Currency Act" shall be read as a reference to "in accordance 
with subsection 3(1) of these regulations." 


DAS 
See "Detailed Adjustment Statement." 


Date of accounting 
For accounting and payment of duties, this date is when the duty was paid on the goods 
as indicated by the duty-paid stamp on the accounting documents (e.g., Form B3, 
Canada Customs Coding Form) presented at non-terminal offices and on Form B3-1, 
Canada Customs Detailed Coding Statement, presented at terminal offices for cash 
transactions. For importers, owners, or brokers who are given release before payment 
privileges at automated locations, the date of accounting is shown in the accounting date 
field on Form K84, Importer/Broker Account Statement. 


Days 
This means calendar days, including weekends and holidays. 


Designated officer 
This includes the tariff and values administrator (TVA) in the regions, the chief 
commodity specialist or the commodity specialist unit head, and officers in Assessment 
Programs at Headquarters. 


Detailed Adjustment Statement 
This is Revenue Canada’s notice regarding adjustments made to importers’ accounting 
documents. 


Determination of origin 
This is a determination as to whether a good qualifies as an originating good according to 
Chapter 4 of NAFTA. 


Dispute settlement mechanism 
This refers to provisions in NAFTA that provide the means to settle differences between 
NAFTA parties. 
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Drawback 
This term means import duties or taxes repaid by a government in whole or in part under 
certain conditions, e.g., when imported goods are re-exported or used to manufacture 
exported goods. 


Duty 
See "Tariff." 


Duty deferral 
This refers to import duties or taxes repaid by a government in whole or in part, to a 
company or industry that depends on exports, manufacture in the importing country, or 
similar performance requirements, usually on imports of components, parts, or products 
to complete a product line. 


Duty-free 
This means free of customs duty. 


E29B 
See "Temporary Admission Permit." 


Enterprise 
This is any entity constituted or organized under applicable laws, whether or not for 
profit, and whether privately owned or governmentally owned, including any corporation, 
trust, partnership, sole proprietorship, joint venture, or other association. 


Exclusive use of the importer or that importer’s employees, and not for resale to the 

general public 
This description applies to the exclusion of imported goods of which an importer or 
Owner, or an importer or owner’s employee, is the final user. This exclusion includes 
goods supplied by an importer or owner to the importer or owner’s employee whether 
free or for a charge, e.g., uniforms. This exclusion does not apply to goods for external 
distribution by the importer or owner, e.g., sales samples or giveaways, when they are 
imported from non-NAFTA countries. 


Exporter in the territory of a NAFTA party 
This means an exporter located in the territory of a NAFTA party and an exporter 
required to keep records in the territory of that party regarding exportations of a good. 


F.O.B. 
See "Free on board." 
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Form B3, Canada Customs Coding Form 
A document that Revenue Canada uses to account for imported goods, regardless of 
value, destined for commercial use in Canada. 


Form in which it was imported 
This refers to the condition of a good before it has undergone one of the changes in tariff 
classification, or other applicable requirements as described in the marking rules. 


Free on board 
This term indicates the terms under which goods are sold for export, i.e., the price does 
not include insurance and freight charges. 


Free Trade Commission 
This commission is a body established under NAFTA, and composed of cabinet-level 
representatives of the NAFTA parties. 


Fungible goods 
These goods are interchangeable for commercial purposes and their properties are 
essentially identical. 


Fungible materials 
These materials are interchangeable for commercial purposes and their properties are 
essentially identical. 


GATT 
See "General Agreement on Tariffs and Trade." 


GST 
See "Goods and service tax." 


General Agreement on Tariffs and Trade 
This agreement is a multilateral treaty that delineates rules for international trade. Over 
100 countries subscribe to it. The primary objective of GATT is to liberalize world trade 
and make it secure, thereby contributing to global economic growth and development. 


Generally Accepted Accounting Principles 
These principles represent the recognized consensus or substantial authoritative support in 
the territory of a NAFTA party for the recording of revenues, expenses, costs, assets, 
liabilities, disclosure of information, and preparation of financial statements. These 
standards can be broad guidelines of general application, as well as detailed standards, 
practices, and procedures. 


March 1995 Canada’s Customs Procedures 


Goods 


12-9 


This term refers to any goods for which regulations made under paragraph 63.1(1)(a) of 
the Customs Tariff apply. 


Goods and services tax 
This tax is the goods and services tax imposed under the Excise Tax Act. 


Goods of a NAFTA party 
This refers to domestic products as understood in the General Agreement on Tariffs and 
Trade and goods that the NAFTA parties may stipulate, and includes originating goods of 
a party. 


Goods wholly obtained or produced 
This includes the following goods: 


a) 
b) 


c) 
d) 


e) 
f) 


g) 


h) 


j) 


HS 


mineral goods extracted in the territory of one or more of the NAFTA parties; 

vegetable goods, as defined in the Harmonized System, and harvested in the 

territory of one or more of the NAFTA parties; 

animals born and raised in the territory of one or more of the NAFTA parties; 

goods obtained from hunting, trapping, or fishing in the territory of any of the 

NAFTA parties; 

goods (fish, shellfish, and other marine life) taken from the sea by vessels registered 

or recorded with a NAFTA party and flying its flag. 

goods produced on board factory ships from the goods referred to in subparagraph 

(e), as long as such factory ships are registered or recorded with a NAFTA party 

and flying its flag; 

goods taken by a NAFTA party or a person of a NAFTA party from the seabed, or 

beneath the seabed outside territorial waters, as long as that party has rights to 

exploit such seabed; 

goods taken from outer space, as long as they are obtained by a NAFTA party or a 

person of a NAFTA party and not processed in a non-party country; 

waste and scrap derived from: 

1) production in the territory of one or more of the NAFTA parties; and 

2) used goods collected in the territory of one or more of the NAFTA parties, as 
long as such goods are fit only for the recovery of raw materials; and 

goods produced in the territory of one or more of the NAFTA parties exclusively 

from goods referred to in subparagraphs (a) through (i), or from their derivatives, at 

any stage of production. 


See "Harmonized System." 
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Harmonized System 
This refers to the Harmonized Commodity Description and Coding System. It is a GATT 
term used to classify commodities for tariff purposes and for rules of origin. It includes 
General Rules of Interpretation, Section Notes and Chapter Notes, as stated in a), the 
Customs Tariff for Canada, b) the Tarifa de la Ley del Impuesto General de Importacion 
for Mexico, and c) the Harmonized Tariff Schedule of the United States for the United 
States. In Canada, the tariff classification number consists of ten digits. The first six 
digits are standardized or harmonized for all countries using the international tariff. The 
seventh and eighth digits distinguish breakouts for Canadian trade purposes and the last 
two are the statistical suffix. 


Heading 
This term refers to any four-digit number, or the first four digits of any number, that 
appears in the column "Tariff Item" in the Harmonized System. 


Identical goods 
These are goods that are the same in all respects, including physical characteristics, 
origin, quality, and reputation, except for minor differences in appearance. 


Importer 
This means any person who accounts for imported goods. 


Importer in the territory of a NAFTA party 
This means an importer located in the territory of a NAFTA party and an importer 
required to keep records in the territory of that party regarding importations of a good. 


Indirect material 

This refers to a good used in the production, testing, or inspection of a good, but not 

physically incorporated into the good, or a good used in the maintenance of buildings or 

the operation of equipment associated with the production of a good. This material 

includes: 

a) fuel and energy; 

b) tools, dies, and moulds; 

c) spare parts and materials used in the maintenance of equipment and buildings; 

d) lubricants, greases, compounding materials, and other materials used in production, 
or used to operate equipment and buildings; 

e) gloves, glasses, footwear, clothing, safety equipment, and supplies; 

f) equipment, devices, and supplies used for testing or inspecting other goods; 

g) catalysts and solvents; and 

h) any other goods that are not incorporated into the good but the use of which in the 
production of the good can reasonably be demonstrated to be part of that production. 
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Interest costs 
These are all costs that a person pays for the advancement of credit or the obligation to 
advance credit. 


Inward processing 
See "Duty deferral." 


Item 
This is a tariff classification item at the 8 or 10-digit level given in a NAFTA party’s 
tariff schedule. 


K32 or K32-1 ; 
Form K32, Drawback Claim, and Form K32-1, Drawback Claim, are used for drawback 
claims. 


Legible 
For marking purposes, this term means capable of being easily read. 


MFN 
See "Most-favoured-nation tariff." 


MT 
Mexico Tariff Treatment 


Mx 
Mexico Tariff Treatment, used in field 10 of the Certificate of Origin. 


MUST 
See "Mexico-United States Tariff Treatment." 


Marking 
This indicates to the ultimate purchaser the country of origin of the goods. 


Marking rules 
The rules were established under Annex 311 of NAFTA. 


Material 
This refers to a good that is used in the production of another good, and includes a part 
or ingredient. 
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Mexico Tariff Treatment (MT or MX) 
This treatment is a preferential tariff treatment established under NAFTA and 
implemented on January 1, 1994. It applies to originating goods under NAFTA that are 
products of Mexico. These criteria allow for some United States content and processing 
(see UST and MUST). 


Mexico-United States Tariff Treatment (MUST) 
This treatment is a preferential tariff treatment established under NAFTA and 
implemented on January 1, 1994. It applies to originating goods under NAFTA that are 
jointly produced by U.S. and Mexican producers, and are entitled neither to the Mexico 
Tariff (MT) because of too much U.S. content nor the United States Tariff (UST) 
because of too much Mexican content (see MT and UST). 


Month 
This means a calendar month. 


Most-favoured-nation (MFN) tariff 
This refers to a country’s commitment to extend to another country the lowest tariff rates 
to any third country. All contracting parties to GATT apply MEN treatment to one 
another under article I of that agreement. 


NAFTA 
This acronym identifies the North American Free Trade Agreement involving Canada, 
the United States, and Mexico. 


NAFTA country 
This means a country that is a party to NAFTA. 


NAFTA goods 
For purposes of marking requirements, this refers to any goods for which the 
Determination of Country of Origin for the Purposes of Marking Goods (NAFTA 
Countries) Regulations apply. 


NAFTA parties 
These parties are Canada, the United States, and Mexico. 


National 
This means a national person who is a citizen or permanent resident of a NAFTA party 
and any other national person referred to in Annex 202.1 of NAFTA. National also 
includes: 
a) for Mexico, a national or a citizen according to articles 30 and 34, respectively, of 
the Mexican constitution; and 
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b) for the United States, "national of the United States" as defined in the provisions of 
the Immigration and Nationality Act. 


Net cost method 
The method of calculating the regional value content of a good that is given in NAFTA. 


Non-NAFTA goods 
For purposes of marking requirements, these are any goods for which the Determination 
of Country of Origin for the Purpose of Marking Goods (Non-NAFTA Countries) 
Regulations apply. 


Non-originating good 
This is a good that does not qualify as an originating good. 


Non-originating material 
This is a material that does not qualify as originating material. 


Originate or originating 
These terms mean qualifying under the rules of origin set out in Chapter 4, "Rules of 
Origin," of NAFTA. 


Originating good 
This is a good that qualifies under the rules of origin given in Chapter 4, "Rules of 
Origin," of NAFTA. 


Originating material 
This is a material that qualifies as originating under the rules of origin given in 
Chapter 4, "Rules of Origin," of NAFTA. 


Ornamental pipe and tube 
These articles are generally defined as being tubular products with critical-surface 
finishes, and are generally used for architectural purposes (e.g., railings or cross bars for 
fencing (excluding fence posts)) and furniture manufacturing. When produced from 
carbon-steel grades, the product generally has a polished surface. Ornamental tubing may 
be round, square, or rectangular, or may be rolled to a variety of specialized sectional 
shapes depending on the final use. When determining whether tubing is ornamental in 
nature, consider the degree the exporter has tried to protect the surface finish (e.g., 
individual wrapping, protective packaging such as wooden crates, or metal containers). 


Outermost usual container 


This is a shipping container used to transport goods. In some cases, goods may reach the 
ultimate purchaser in the outermost usual shipping container. 


March 1995 Canada’s Customs Procedures 


12-14 


Packaging materials 
These are materials and containers in which a good is packaged for retail sale. 


Packing materials 
These are materials and containers that are used to protect a good during transportation, 
but does not include packaging materials and containers. 


Party or parties 
These terms identify Canada, the United States, and Mexico. 


Payments 
With respect to royalties and sales promotion, this means marketing and after-sales 
service costs, and the costs expensed on the books of a producer, whether or not a 
payment is made. 


Period costs 
This means costs, other than product costs, that are expensed in the period in which they 
are incurred. 


Person 
This means a national, or an enterprise constituted or organized under the laws of a 
NAFTA country. 


Point of direct shipment 
This point is the location from which a producer of a direct-shipment good usually ships 
that good to the buyer of the good. 


Preferential criteria 
There are six preferential criteria, A through F, on the Certificate of Origin, that 
correspond to a category of rule of origin. 


Preferential rate of duty 
Members of NAFTA are entitled to reduced tariff rates of duty on each others’ 
qualifying goods. 


Preferential tariff treatment 
This is the duty rate that applies to an originating good. 


Printed advertising materials 
For the purposes of Chapter 11, "Miscellaneous," these materials are the goods classified 
in Chapter 49 of the Harmonized System. The materials include brochures, pamphlets, 
leaflets, trade catalogues, yearbooks published by trade associations, and tourist 
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promotional materials and posters, that are used to promote, publicize, or advertise a 
good or service, or essentially intended to advertise a good or service, and are supplied 
free of charge. 


Producer 
This is a person who grows, mines, harvests, fishes, traps, hunts, manufactures, 
processes, or assembles a good. 


Product costs 
These are costs that are associated with the production of a good, and include the value 
of materials, direct labour costs, and direct overhead. 


Production 
This refers to growing, mining, harvesting, fishing, trapping, hunting, manufacturing, 
processing, or assembling a good. 


Quantitative restrictions 
These restrictions are explicit limits or quotas on the physical amounts of particular 
commodities that can be imported or exported during a specified time period, usually 
measured by volume but sometimes by value. Quotas are often administered through a 
system of licensing. 


Region 
This refers to any of the following regions for which there is a Revenue Canada regional 
office namely: 

Atlantic 

Quebec 

Northern Ontario 

Southern Ontario 

Prairies 

Pacific 


Regional value content 
This applies to the rules of origin (Annex 401 of NAFTA) which require that a 
percentage of the good’s value has to originate in a NAFTA territory. 


Related person 
This is a person related to another person on the basis that: 
a) they are officers or directors of one another’s businesses; 
b) they are legally recognized partners in business; 
c) they are employer and employee; 
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d) any person directly or indirectly owns, controls, or holds 25% or more of the 
outstanding voting stock or shares of each of them; 

e) one of them directly or indirectly controls the other; 

f) both of them are directly or indirectly controlled by a third person; or 

g) they are members of the same family (members of the same family are natural or 
adopted children, brothers, sisters, parents, grandparents, or spouses). 


Repair or alteration 
For the purpose of Chapter 10, "Repairs and Alterations," a repair or alteration does not 
include an operation or process that either destroys the essential characteristics of a good 
or creates a new or commercially different good. 


Request for a redetermination 
Exporters or producers asking for a redetermination of the origin of goods imported from 
a NAFTA country make this request on Form B226, Request(s) for Redetermination of 
the Origin of Goods Imported From a NAFTA Country. 


Reusable scrap or by-product 
This means waste and spoilage that is generated by the producer of a good and used to 
produce a good or sold by that producer. 


Rules of origin 
This means the set of measures outlined in Chapter 4 of NAFTA. The measures are used 
to differentiate goods originating in a NAFTA country from those in another country for 
the purpose of applying trade measures such as tariffs. 


Shipping and packing costs 
These are the costs incurred in packing a good for shipment, and shipping the good from 
the point of direct shipment to the buyer, excluding the costs of preparing and packaging 
the good for retail sale. 


Subheading 
This refers to any six-digit number, or the first six digits of any number, given in the 
column "Tariff Item" in the Harmonized System. 


Sufficiently permanent 
For a country-of-origin marking permanent reference, this means capable of remaining in 
place, unless deliberately removed, until the goods reach the ultimate purchaser or, in the 
case of non-NAFTA goods with no ultimate purchaser, the ultimate recipient. 
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Tariff 
This is a duty or tax levied on goods transported from one country to another. The tariff 
rate is the rate at which imported goods are taxed. 


Tariff classification 
See "Harmonized System." 


Tariff elimination 
This refers to the schedules negotiated under the Canada-United States Free Trade 
Agreement (FTA) and the North America Free Trade Agreement (NAFTA). The 
schedules give the timetable for reducing the duty rate to free for goods traded among the 
NAFTA parties, i.e., FTA for the United States Tariff (UST), and NAFTA for the 
Mexico Tariff (MT) and the Mexico United States Tariff (MUST). 


Tariff item 
This refers to any eight-digit number given in the column "Tariff Item" in the 
Harmonized System. 


Tariff provision 
This is a heading, subheading, or tariff item. 


Tariff rate quota 
This is a mechanism that provides for the application of a customs duty to imports of a 
good up to an in-quota quantity, and at a different rate to imports of that good over that 
quantity. 


Technical reference system number 
In a decision letter, Revenue Canada will refer to this type of number. 


Temporary Admission Permit 
This is a form that enables an importer to import goods temporarily. 


Territory 

This term is defined as follows: 

a) for Canada, the territory to which its customs laws apply, including any areas 
beyond the territorial seas of Canada within which, according to international law 
and Canada’s domestic law, Canada may exercise rights with respect to the seabed 
and subsoil and their natural resources; 

b) for Mexico: 

i) the states of the federation and the federal district; 
ii) the islands, including the reefs and keys, in adjacent seas; 
iii) the islands of Guadalupe and Revillagigedo in the Pacific Ocean; 
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iv) the continental shelf and the submarine shelf of such islands, keys, and reefs; 

v) the waters of the territorial seas, according to international law, and Mexico’s 
interior maritime waters; 

vi) the space located above the national territory, in accordance with international 
law; and 

vli) any areas beyond the territorial seas of Mexico within which, according to 
international law, including the United Nations Convention on the Law of the 
Sea, and Mexico’s domestic law, Mexico may exercise rights with respect to 
the seabed and subsoil and their natural resources; and 

c) for the United States: 

i) the customs territory of the United States, which includes the 50 states, the 
District of Columbia and Puerto Rico; 

ii) the foreign trade zones located in the United States and Puerto Rico; and 

iii) any areas beyond the territorial seas of the United States within which, 
according to international law and United States domestic law, the United States 
may exercise rights with respect to the seabed and subsoil and their natural 
resources. 


Textile and Apparel Extension of Benefit Order 
This order allows the benefits of the UST and the MT to be extended to certain textile 
and apparel goods. 


Total cost 
This cost is the total of all product costs, period costs, and other costs incurred in the 
territory of one or more of the NAFTA countries. 


Transaction value method 
This is one of the methods of calculating the regional value content of a good. 


TRS 
See "Technical reference system." 


TVA 
This means the tariff and values administrator in the regions. 


Ultimate purchaser 
This is the last person in Canada who purchases the goods in the form in which they are 
imported, whether or not that purchaser is the last person to use the goods in Canada. 


Ultimate recipient 


This is the last person in Canada who receives the goods in the form in which they are 
imported. 
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Uniform Regulations 
These are the regulations established under article 511 of NAFTA. 


United States Tariff Treatment (UST) 
United States Tariff is a preferential tariff treatment established under the Canada-U.S. 
Free Trade Agreement (FTA) on January 1, 1989. On January 1, 1994, with the 
implementation of the North America Free Trade Agreement (NAFTA), the criteria for 
UST were adjusted to allow for Mexican input and processing (see MT, MX, and 
MUST). 


UST 
See "United States Tariff Treatment." 


Usual container 
This is the container in which goods will ordinarily reach their ultimate purchaser. 


Value 
This is the value of a good or material used to calculate customs duties or to apply 
Chapter 4 of NAFTA. 


Verification letter 
This is a letter that requests information about the origin of goods that are the subject of 
a verification of origin. 


Verification of origin 
This means a verification of origin of goods under paragraph 42.1(1)(a) or 
subsection 42.2(2) of the Customs Act. 


Verification questionnaire 
This is a questionnaire used to obtain information about the origin of goods that are the 
subject of a verification of origin. 


Verification visit 
This is the entry into a place or premises to conduct a verification of origin of goods 
under paragraph 42.1(1)(a) of the Customs Act. 


Waiver of customs duties 
This is a measure that waives customs duties that apply on any good imported from any 
country, including the territory of another NAFTA party. 
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Area 


Atlantic 


Quebec 


Montréal 


Ottawa 


Toronto 


Hamilton 
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Address 


Customs Office 

1557 Hollis Street 
P.O. Box 3080 
Halifax South Postal 
Station 

Halifax NS B3J 1V6 


Customs Office 

2 St-André St. 

P.O. Box 2267 
Québec QC GI1K 7P6 


Customs Office 
400 d’ Youville Square 
Montréal QC H2Y 2C2 


Customs Office 
2265 St. Laurent Blvd. 
Ottawa ON K1G 4K3 


Customs Office 

1 Front St. West 

P.O. Box 10 

Station A 

Toronto ON MS5W 1A3 


Customs Office 

26 Arrowsmith Rd. 
P.O. Box 2989 
Hamilton ON L8N 3V8 


Telephone/fax numbers 


Tel: 902-426-7982 
Fax: 902-426-2768 


Tel: 418-648-3401 
Fax: 418-648-3040 


Tel: 514-283-6332 
Fax: 514-283-7500 


Tel: 613-991-0551 
Fax: 613-952-7149 


Tel: 416-973-6342 
Fax: 416-954-5623 


Tel: 905-308-8547 
905-308-8563 
Fax: 905-308-8616 
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Southwestern 
Ontario - 
Windsor 


Southwestern 
Ontario - 
London 


Central 


Alberta 


Vancouver 


Customs Office 

P.O. Box 2280 

Station A 

185 Ouellette Ave. 
Windsor ON N8Y 4R8 


Customs Office 

451 Talbot St. 

P.O. Box 5940 

Postal Station A 
London ON N6A 4T9 


Customs Office 

Federal Building 

269 Main St. 

Winnipeg MB_ R3C 1B3 


Customs Office 
720,220 - 4th Ave. S.E. 
Harry Hays Building 
Calgary AB T2G 4X3 


Customs Office 
333 Dunsmuir St. 


Vancouver BC V6B 5R4 


Tel: 519-257-6353 
Fax: 519-257-6444 


Tel: 519-645-5158 
Fax: 519-645-5819 


Tel: 204-983-4714 
Fax: 204-983-6635 


Tel: 403-292-4660 
Fax: 403-292-8856 


Tel: 604-666-0459 
Fax: 604-666-2212 


For copies of Revenue Canada memoranda referred to in this manual, contact: 
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Canada Communications Group 


Publishing Centre 
Subscription Division 
Ottawa ON KIA 0S9 


Tel: 819-956-4802 
Fax: 819-994-1498 
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Ratification of the North American Free Trade Agreement began the process of incorporating 
the general provisions of the Agreement into the specific legal and regulatory structure of 
each of the Parties. This process required each NAFTA country to give effect to the 
Agreement’s provisions on customs matters within the context of its existing procedures. As 
a natural result of this process, the manner in which NAFTA claims are made, how negative 
origin determinations are appealed, etc., is somewhat different in each country. This manual 
is an explanation of those differences and the particular manner in which the Agreement has 
been implemented in each country. It is the product of a long collaboration among the 
customs administrations of Canada, Mexico and the United States and is intended for the 
benefit of traffic managers, customs brokers, importers and others active in trade under the 
NAFTA. 


This manual has no independent legal authority. Rather, it is a reference guide indexing the 
customs procedures used in each country to give effect to specific NAFTA provisions. It is 
the intention of the Parties to update this manual annually so that it may continue to serve as 
a reliable reference guide to each country’s customs procedures. The U.S. Customs Service 
welcomes your comments regarding the usefulness of this manual and suggestions for its 
improvement. 
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1. Introduction 


The Certificate of Origin is the fundamental document required to support a claim for 
NAFTA benefits. Completion of a Certificate is an affirmation that the party signing the 
document has researched the terms of the NAFTA and has determined that the goods covered 
by the Certificate are originating goods as defined by the NAFTA. Preparation of a 
Certificate imposes certain legal rights, obligations and liabilities on the party signing the 
document and should be based on a careful inquiry into the terms of the NAFTA. The 
Certificate must be in the possession of the importer at the time preferential treatment is 
claimed and shall be presented to the Area/District Director of Customs, or his or her 
designee, upon request. 


2. Procedures 


In the United States, the Certificate of Origin is printed in English on Customs Form 434, It 
is sold through local Customs district offices and the Government Printing Office and may 
also be privately printed. The Certificate may also be produced in an approved computerized 
format or such other medium or format as is approved by the U.S. Customs Service, Office 
of Trade Operations, 1301 Constitution Ave. NW, Washington, D.C. 20229. Alternative 
formats must contain the same information and certification set forth on Customs Form 434. 
Canada’s and Mexico’s versions of the Certificate of Origin may also be used for 
importations into the United States. 


2.1 Completion 


A Certificate must be completed and signed by the exporter of the goods, or by a party 
with power of attorney from the exporter. Producers who are not exporters may choose 
to prepare a Certificate and provide it to the exporter but there is no requirement that they 
do so and in no case will this relieve exporters of their obligation to prepare a Certificate 
if NAFTA preference is to be claimed. Where the exporter/producer is a legal entity such 
as a corporation, the person signing the Certificate must be a knowledgeable and 
responsible person with authority to obligate the exporter/producer. The Certificate may 
be completed in the language of the country of export or the language of the importing 
country, at the exporter’s/producer’s discretion. Import specialists may request a 
translation of the Certificate if necessary to substantiate a claim for NAFTA benefits. 
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Distributors and other intermediaries who neither produce the goods nor export them may 
not complete a NAFTA Certificate of Origin. They may, however, obtain a NAFTA 
Certificate of Origin from the actual producer and forward this Certificate to the exporter. 
Likewise, exporters may not rely on the written representations of suppliers and 
distributors who are not producers regarding the origin of the goods to complete a 
NAFTA Certificate of Origin. This is true even where the distributor or other 
intermediary possesses a Certificate from the actual producer of the goods. Exporters 
may only rely on a NAFTA Certificate of Origin or other written representation prepared 
by the actual producer of the goods and voluntarily provided to the exporter, or their 
knowledge that the goods originate. 


A Certificate shall be sufficiently complete to allow the Import Specialist to establish that 
the goods it covers are entitled to preferential tariff treatment. Certificates are valid 
provided they are properly completed, signed and dated. 


The information contained on the Certificate shall be printed, typed or legibly hand- 
written. Instructions for completion of each field on the Certificate follow. 


Field 1 - Exporter name and address 


The exporter is the party in Mexico or Canada that caused the goods to be exported to the 
United States. In most transactions, it is the party whom the buyer pays for the goods. 
State the exporter’s legal name and complete address. The Tax Identification Number is 
the federal taxpayer’s registry number for exporters in Mexico and the employer number 
or importer/exporter number assigned by Revenue Canada for exporters in Canada. 


Field 2 - Blanket period 


Certificates can be used to cover multiple importations of identical merchandise made 
during a period not to exceed one year. Field 2 of the Certificate shall be completed only 
if the Certificate is a blanket Certificate. "FROM" is the date upon which the Certificate 
becomes applicable to the goods covered by the blanket Certificate. This date may be 
prior to the date of signature. "TO" is the date upon which the blanket period expires. 
The importation of the goods must occur within the specified dates. 


Field 3 - Producer’s name and address 


The producer is generally the party that harvests, manufactures, grows, or otherwise 
makes the goods. State the full legal name, address and tax identification number, as 
defined for Field 1, of the person or company that produces the goods. The producer’s 
name and address that appear in Field 3 should be those of the party that maintains the 
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production records relating to the good, since this is the party U.S. Customs will contact 
to verify the origin of the goods. Thus, a parent company should not be listed in Field 3 
unless that company possesses the books and records that substantiate the claim of origin 
made on the Certificate of Origin. 


If the exporter is also the producer of the goods, state "SAME." 


If the Certificate covers goods produce by more than one producer, indicate 
"MULTIPLE" and attach a list of producers cross-referenced to each good described in 
Field 5. 


If the exporters do not wish to disclose the identity of the producer to the importer, it is 
acceptable to state "AVAILABLE TO CUSTOMS UPON REQUEST." 


Field 4 - Importer name and address 


The importer is usually the party in the foreign country who paid for the goods. State the 
full legal name, address and tax identification number, as defined for Field 1, of the 
importer. 


If there is more than one importer, state "VARIOUS." 


If the importer is unknown, state "UNKNOWN." This would often apply to a producer 
completing a Certificate for an exporter. 


Field 5 - Description of good(s) 


The description of the goods must be sufficient for an Customs Import Specialist to relate 
the Certificate to the imported goods. If the Certificate covers a single shipment of a 
good, include the invoice number as shown on the commercial invoice. If not known, 
indicate another unique reference number, such as the shipping order number. 


Field 6 - HS tariff classification 


The Harmonized System number for each good described on the NAFTA Certificate of 
Origin must appear in Field 6 of the Certificate. The instructions accompanying the 
Certificate indicate if the good is subject to a specific rule of origin in Annex 401 that 
requires eight digits, the HS tariff classification should be that of the country into whose 
territory the good will be imported. 
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U.S. Customs District offices provide advice on the tariff classification of goods imported 
into the United States. They also provide Schedule B tariff numbers; Schedule B is the 
U.S. export schedule. Schedule B numbers coincide with numbers from the Mexican and 
Canadian import schedules up to the sixth digit. After the sixth digit, the Mexican and 
Canadian numbers differ from those of both the U.S. import and export schedules. You 
may purchase the Schedule B from: 


Superintendent of Documents 
U.S. Government Printing Office 
tel: (202) 783-3238 

stock no.: 903-009-00000-4 
price: $77.00 


If you are a U.S. exporter filling out a Certificate of Origin, you may contact your local 
U.S. Customs District office (see directory which follows) to obtain a Schedule B 
number. The U.S. Customs Service cannot tell you the classification of your product 
under either Mexico’s or Canada’s import schedule. In most cases, the Schedule B 
number should be sufficient to complete the Certificate of Origin. 


Occasionally, the customs administration of the importing country may disagree with the 
tariff classification provided by U.S. Customs. This can happen, for example, if 

U.S. Customs provides an HS number based solely on an oral description of the good 
while the customs official from the importing country has a sample of the good from the 
actual shipment. Also, exports may be classified by an entry clerk or other person not 
specialized in classification principles, and consequently export classifications may be less 
accurate than import classifications. Or the foreign customs official may simply believe 
that application of classification principles results in a different tariff classification than 
that provided by U.S. Customs. Moreover, if the good is subject to a specific rule of 
origin to the eighth digit, the six-digit number provided by U.S. Customs will not be 
sufficient. For these reasons, and because the official from the customs administration of 
Mexico or Canada will decide whether to accept or reject the Certificate of Origin, it is 
advisable to obtain the HS number directly from Canada or Mexico. 


Goods imported into the United States 


If you import goods into the United States, please contact an Import Specialist at your 
local Customs district office to obtain a U.S. Harmonized Tariff Schedule number. 


—_—_—_—_———————— eee 
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The U.S. tariff schedule (stock number 949-009-00000-9) may be purchased from: 


Superintendent of Documents 
U.S. Government Printing Office 
Washington, D.C. 20402 

tel: (202) 783-3238 

fax: (202) 512-2250 


The price is $52 for an annual subscription (includes initial tariff and all supplements for 
the year). 


U.S. Customs District Offices 
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Field 7 - Preference criterion 


The NAFTA grants benefits to a variety of goods from the region. Maximum benefits are 
reserved for those goods that "originate" in the region. The Agreement’s rules of origin 
establish which goods originate and preclude other goods from obtaining those benefits. It 
is possible for goods made in Canada, Mexico or the United States not to "originate" in 
the NAFTA territory, as that term is used in the Agreement. 


There are six preference criteria: A through F. These letters tell Customs how the goods 
qualified as originating. It is impossible to choose an origin criterion without first reading 
and fully understanding the rules of origin contained in Article 401 of the Agreement. 
Persons who are completely unfamiliar with the NAFTA rules of origin should begin by 
purchasing "NAFTA: A Guide to Customs Procedures" (stock number 048-002-001 19-2) 
from the U.S. Government Printing Office (telephone: 202-783-3238). That publication 
provides a general overview of the rules of origin and examples of each. 


i) Criterion A corresponds to goods wholly obtained or produced entirely in Canada, 
Mexico or the United States. Article 415 defines goods wholly produced in the 
NAFTA region as: 


a) mineral goods extracted in Canada, Mexico or the United States; 


b) vegetable goods, as such goods are defined in the Harmonized System, harvested 
in Canada, Mexico or the United States; 


c) live animals born and raised in Canada, Mexico or the United States; 


d) goods obtained from hunting, trapping or fishing in Canada, Mexico or the 
United States; 
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goods (fish, shellfish and other marine life) taken from the sea by vessels 
registered or recorded with Canada, Mexico or the United States and flying its 
flag; 


goods produced on board factory ships from the goods referred to in 
subparagraph e) provided such factory ships are registered or recorded with that 
country and fly its flag; 


goods taken by Canada, Mexico or the United States or a person of these 
countries from the seabed or beneath the seabed outside territorial waters, 
provided that Canada, Mexico or the United States has rights to exploit such 
seabed; 


goods taken from outer space, provided they are obtained by Canada, Mexico or 
the United States or by a person of these countries and not processed in a non- 
NAFTA country; 


waste and scrap derived from 

i) production in Canada, Mexico and/or the United States, or 

ii) used goods collected in Canada, Mexico and/or the United States, provided 
such goods are fit only for the recovery of raw materials; and 


goods produced in Canada, Mexico or the United States exclusively from goods 
referred to in subparagraphs a) through 1), or from their derivatives, at any stage 
of production. 


ii) Criterion B Article 401(b) indicates that goods may "originate" in Canada, Mexico or 
the United States, even if they contain non-originating materials, if the materials 
satisfy the rule of origin specified in Annex 401 of the Agreement. The Annex 401 
rules of origin are commonly referred to as specific rules of origin and are based on a 
change in tariff classification, a regional value-content requirement, or both. 

Annex 401 is organized by Harmonized System (HS) number, so one must know the 
HS number of a good to find its specific rule of origin. Annex 401 gives the 
applicable rule of origin opposite the HS number. 


When a rule of origin is based on a change in tariff classification, each of the non- 
originating materials used in the production of the goods must undergo the applicable 
change as a result of production occurring entirely in Canada, Mexico and/or the 
United States. This means that the non-originating materials are classified under one 
tariff provision prior to processing and classified under another upon completion of 
processing. The specific rule of origin in Annex 401 defines exactly what change in 
tariff classification must occur for the goods to be considered "originating." 
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Some Annex 401 specific rules of origin require that a good have a minimum regional 
value content. A minimum regional value content means that a certain percentage of 
the value of the goods must be from North America. Article 402 gives two formulas 
for calculating the regional value content. In general, the exporter or producer may 
choose between these two formulas: the "transaction value" method or the "net cost" 
method. 


iii) Criterion C corresponds to goods produced entirely in Canada, Mexico and/or the 
United States exclusively from materials that are considered to be originating because 
they meet the specific rules of origin in Annex 401. Some goods that qualify as 
originating under criterion C may also qualify as originating under preference 
criteria A, B, D or E. 


iv) Criterion D In some cases, a good that has not undergone the required tariff change 
can still qualify for preferential NAFTA treatment if a regional value-content 
requirement is met. This NAFTA provision may only be used under two very 
specific circumstances. However, it may never be used for wearing apparel provided 
for in Chapters 61 and 62, and textile articles of Chapter 63 of the Harmonized 
System. The two circumstances where the provision may be used are where goods do 
not undergo the tariff change required by Annex 401 because: 


@ the goods are imported into Canada, Mexico or the United States in an 
unassembled or a disassembled form but are classified as assembled goods 
pursuant to General Rule of Interpretation 2(a) of the Harmonized System, or 


@ the goods are produced using materials imported into a NAFTA country that are 
provided for as parts according to the Harmonized System, and those parts are 
classified in the same subheading or undivided heading as the finished goods. 


v) Criterion E applies to certain automatic data processing goods and their parts, 
specified in Annex 308.1, that do not originate in the NAFTA territory but are 
considered originating upon importation into the territory of a NAFTA country from 
the territory of another NAFTA country. Such treatment will only occur when the 
most-favored-nation duty rate on the good conforms to the rate established in 
Annex 308.1 and is common to all NAFTA countries. Currently, criterion E may 
only be claimed for computer parts of subheading 8473.30. 


vi) Criterion F applies to certain agricultural goods from Mexico only. Use criterion F 
if the goods are originating agricultural goods under preference criterion A, B, or C 
(see Field 7) and are not subject to quantitative restrictions upon their importation into 
the United States because they are "qualifying goods" as defined in Annex 703.2, 
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Section A or B (please specify). A good listed in Appendix 703.2B.7 is also exempt 
from quantitative restrictions and is eligible for NAFTA preferential tariff treatment if 
it meets the definition of "qualifying good" in Section A of Annex 703.2. A tariff 
rate quota is not a quantitative restriction. 


Field 8 - Producer 


Article 415 of the Agreement states that a producer is "a person who grows, mines, 
harvests, fishes, traps, hunts, manufactures, processes or assembles a good." State "YES" 
if you are the producer of the good. If you export the good, but did not produce it, 
indicate "NO" and then indicate on what basis you completed the Certificate of Origin. 
"NO(1)" indicates that you are certifying the origin of the goods based on your knowledge 
that the goods originate. This does not mean that the producer told you that the goods 
originate but that you know as a matter of personal knowledge that they originate. 


State "NO(2)" if the person signing the Certificate is relying on written information from 
the producer (other than a Certificate of Origin) documenting that the goods are 
originating goods. Obviously, an exporter could not rely on a mere statement by the 
producer that the goods qualify as originating because such a statement would not indicate 
to the exporter which preference criterion to declare. The written statement from the 
producer must contain all information necessary to complete the Certificate of Origin. 


Complete Field 8 with "NO(3)" if you are an exporter preparing the Certificate on the 
basis of a Certificate completed and voluntarily provided by the producer. Exporters may 
not complete a Certificate of Origin based on a Certificate prepared and voluntarily 
provided by a distributor who is not a producer. The exporter, therefore, should verify 
that the Certificate voluntarily provided to him was completed by the actual producer of 
the goods, not some other party in the chain of distribution. 


Field 9 - Net cost 


If your good is not subject to a regional value content requirement, indicate "NO." You 
will know whether your good is subject to a regional value content requirement based on 
your research of the rules of origin. As indicated above, it is impossible to choose an 
origin criterion without first reading and fully understanding the rules of origin contained 
in Article 401 of the Agreement. 


If your good is subject to a regional value content requirement but you used the 
transaction value method to calculate it, also indicate "NO." 
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If your good is subject to a regional value content requirement and you used the net cost 
method to calculate it, indicate "NC." You should not indicate the regional value content 
as a percentage. In some cases, the exporter/producer is entitled to average certain costs 
over a period of time. If costs have been averaged, the starting and ending dates of the 
averaging period must be identified below the "NC." 


Field 10 - Country of origin 


For goods made in one country with no foreign inputs, determination of the country of 
origin is easy - it is the country of production. Increasingly, however, goods are 
processed in multiple countries using both domestic and foreign materials, thereby 
complicating determination of the country of origin. For goods imported into the United 
States, the country of origin on the Certificate will either be Mexico (MX) or Canada 
(CA). The country of origin is determined in accordance with the Marking Rules, which 
were published in the Federal Register (see 59 Fed. Reg. 109 and 59 Fed. Reg. 5082; 
TD 94-4) as new Part 102 of the Customs Regulations (19 C.F.R. 102). The Federal 
Register for January 3 and February 3, which contain the Marking Rules, may be 
purchased from the Government Printing Office (telephone: 202-783-3238) for US$6.00 
each. 


It is important to establish the country of origin because the duty reductions that were 
negotiated under the CFTA were retained under NAFTA. Thus, a good produced both in 
Mexico and Canada may unquestionably originate according to the terms of Article 401, 
yet there may be doubts as to whether the country of origin is Mexico or Canada. 

19 C.F.R. 102 will determine which is the country of origin and whether the "MX" or the 
"CA" rate appearing in the tariff applies. In addition, originating Canadian goods are no 
longer subject to the merchandise processing fee whereas Mexican goods are. Once 
again, Part 102 will be used to determine the origin of the goods and, consequently, 
whether they are subject to the merchandise processing fee. 


Whenever a good undergoes processing in Canada or Mexico, Part 102 must be used to 
determine the country of origin of that good. Part 102 creates a "hierarchy" of rules; one 
proceeds through this hierarchy of rules until a condition is met and the country of origin 
is thereby established. For example, 19 C.F.R. 102.11(a)(1) says that if a good is wholly 
obtained or produced in a country, that country is the country of origin. If the country of 
origin cannot be determined under 19 C.F.R. 102.11(a)(1), one proceeds to 

19 C.F.R. 102.11(a)(2), which states that if the good is produced exclusively from 
domestic materials (i.e., materials whose country of origin as determined under the 
Marking Rules is the same country of origin as the country in which the good is 
produced), that country is the country of origin. If origin cannot be determined under 

19 C.F.R. 102.11(a)(2), one continues through the hierarchy until a condition is met and 
the origin established. Traders should consult 102.11 for this hierarchy of rules. If 
application of the rules in 19 C.F.R. 102 does not result in the determination that the 
country of origin is Mexico or Canada, the Certificate of Origin should not be completed. 
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Field 11 - Certification 


Persons completing Certificates of Origin are strongly advised to read and fully 
comprehend exactly what they are certifying by signing and completing Field 11. 
Completion of a Certificate of Origin imposes certain legal rights, obligations and 
liabilities on the party signing the document and should be based on a careful inquiry into 
the terms of the NAFTA. 


2.2 Scope 


A Certificate is required for each importation and covers only those goods specified on 
the Certificate. A single Certificate may be used for: 


@ a single shipment of goods that results in the filing of one or more entries on the 
importation of the goods into the customs territory of the United States; or 


@ more than one shipment of goods that results in the filing of one entry on the 
importation of the goods into the customs territory of the United States. 


Blanket Certificates can be used to cover multiple importations of identical merchandise 
made during a period not to exceed one year. Field 2 of the Certificate shall be 
completed if the Certificate is a blanket Certificate. "FROM" is the date upon which the 
Certificate becomes applicable to the goods covered by the blanket Certificate. This date 
may be prior to the date of signature. "TO" is the date upon which the blanket period 
expires. The importation of the goods must occur within the specified dates. 


pig Submission 


The Certificate of Origin need only be submitted upon the request of the Customs Service. 
Customs Import Specialists shall request the Certificate of Origin as they deem 
appropriate to substantiate claims for preferential NAFTA treatment, allowing a 
reasonable amount of time for the importer to produce the Certificate. In most cases, a 
Customs Form 28 ("Request for Information") will be used to request the Certificate of 
Origin and a reasonable amount of time will be 30 days. 


2.4 Validity 


Certificates that are not signed and dated, or are otherwise defective on their face, are not 
valid. The Import Specialist shall notify the importer via Customs Form 29 ("Notice of 
Action") to submit a corrected copy of the Certificate or the claim for preferential tariff 
treatment will be denied. The importer will be given at least 5 working days from the 
date of mailing to submit a corrected Certificate. 


Certificates are valid for four years from the date on which they were signed. 
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2.5 Waivers 


As indicated in 19 C.F.R. 181.22(d), and on a case by case basis, Area/District Directors 
may waive the requirement that the importer possess a valid Certificate at the time a 
NAFTA claim is made. Area/District Directors shall require that requests for waivers be 
in writing and shall respond to such requests in writing. 


2.6 Certificate not required 


In accordance with Article 503 of the Agreement, Customs does not require a Certificate 
for non-commercial importations nor for commercial importations with a total value of 
US$2500 or less (regardless of whether the entry is formal or informal). $2500 refers to 
the total value of the importation, not the value of the NAFTA merchandise. For 
commercial shipments, however, the invoice accompanying the importation shall include a 
statement certifying that the goods qualify as originating goods, as prescribed in 

19 C.F.R. 181.22(d). Area/District Directors may require a valid Certificate before 
allowing NAFTA treatment if they reasonably determine that a series of importations was 
used instead of a single importation to evade the requirement to obtain a Certificate of 
Origin. 


2.7 Recordkeeping 


The exporter is required to retain a copy of the Certificate (or the original) for five years 
(or for such longer period as Canada or Mexico may specify for exporters located in their 
territories) from the date of signature. The facts asserted in the Certificate must be 
supported by adequate records relating to the good, its materials and production. Customs 
may deny a claim if the exporter/producer or their agents do not provide additional 
supporting information when requested. 


2.8 Customs processing 


Import Specialists shall deny claims, and may assess penalties, if they determine that an 
importer did not possess a valid Certificate of Origin at the time the claim for preferential 
NAFTA treatment was made. 


Import Specialists shall request copies of Certificates of Origin, and translations thereof, 
as necessary to substantiate claims for preferential NAFTA treatment. Customs shall give 
importers a reasonable amount of time to submit a copy of the Certificate, generally 

30 days. 


If the Certificate contains inadequate information, is unsigned, or is otherwise defective on 
its face, the Import Specialist will advise the importer to submit a corrected Certificate. 
Since a Certificate that is defective on its face is invalid, denial of the claim in these 
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circumstances is not an "origin determination" and there is no need to notify the exporter. 


If the importer fails to submit a copy of the Certificate after a request from Customs, the 
Import Specialist may deny the claim for NAFTA benefits. False statements may result in 
denial of the claim and assessment of penalties as provided by law. 


2.9 Responsibilities 


An exporter or producer who completes and signs a Certificate of Origin, and who has 
reason to believe that the Certificate contains information that is not correct, shall 
promptly notify in writing all persons to whom he or she gave the Certificate of any 
change that could affect the accuracy or validity of the Certificate. 


For goods covered by a blanket certification, it is the exporter’s responsibility to advise 
the importer of any significant changes in sourcing materials or production methods and 
furnish the importer with a new certificate. Producers who voluntarily provide a 
Certificate to an exporter must notify the exporter of any changes in sourcing or 
production methods. 


An importer who receives information that a Certificate is inaccurate or invalid must make 
a corrected declaration of origin within 30 days of discovery, and pay any duties owing, 
provided the liquidation of the entry summary is not yet final. Failure to correct a 


declaration that is known to contain inaccurate information may result in the assessment of 
penalties. 


3. References 


Customs Directive 099 3280-015, "Certificate of Origin for the North American Free Trade 
Agreement (NAFTA)," dated March 14, 1994. 


4. Additional information 


@ Articles 501-504 
@e 19 C.F.R. 181, Subpart C 
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1. Introduction 


Annex 311 of the NAFTA directs the Parties to establish "Marking Rules," which will be 
used to determine whether a good is a good of a Party, and for such other purposes as the 
parties may agree. The United States published Marking Rules in 59 Federal Register 109 
and 59 Federal Register 5082, for the purposes of (1) country of origin marking, 

(2) determining the rate of duty and staging category applicable to originating textile and 
apparel goods of Annex 300-B of the NAFTA, and (3) for determining the rate of duty and 
staging category applicable to an originating good as set out in Annex 302.2 of the NAFTA. 
These Marking Rules were published as Interim Customs Regulations Part 102 

(19 C.F.R. 102). Final rules will be published, under part 102, after review and analysis of 
public comments. 


Chapter 2 outlines the procedures to be followed by the U.S. Customs Service for 
determining the country of origin, rates of duty and staging categories as noted above, for all 
goods imported from Canada and Mexico (assuming they have undergone some production in 
those countries). In addition, originating Canadian goods are no longer subject to the 
Merchandise Processing Fee (MPF) whereas Mexican goods are. 19 C.F.R. 102 will be 
used to determine the country of origin of the goods and, consequently, whether they are 
subject to MPF. 


2. Procedures 


2.1 Hierarchy of Marking Rules 


Whenever a good undergoes processing in Canada or Mexico, 19 C.F.R. 102 must be 
used to determine the country of origin of that good. 19 C.F.R. 102.11 provides a 
"hierarchy" of rules; one proceeds through this hierarchy of rules until a condition is met 
and the country of origin is thereby established, as follows. In other words, none of the 
hierarchical Marking Rules can be used unless the preceding ones have failed to 
determine a country of origin. For ease of reference, the letter-number designations 
shown here correspond to the appropriate subsections of 19 C.F.R. 102.11. 


(a)(1) ‘If the good is wholly obtained or produced in one country, that country is the 


country of origin. The term "A Good Wholly Obtained or Produced" is defined 
invlo C.F RealLOZ2i(g): 
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(3) 


March 1995 


oe 


If the good is produced exclusively from "domestic materials" (materials whose 
country of origin as determined under the Marking Rules is the same country of 
origin as the country in which the good is produced), that country is the country 
of origin. 


If each foreign material incorporated in the good undergoes an applicable change 
in tariff classification set out in the specific rules contained in section 102.20 
("Specific Rules by Tariff Classification"), the country in which the materials 
undergo these changes is the country of origin. 
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(b)(1) 


(2) 
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The country of origin for a good which is not classified under the Harmonized 
System as a set, is the country or countries of the single material that imparts the 
essential character of the good. 19 C.F.R. 102.18(b)(2) provides that, for 
purposes of this section, only domestic and foreign materials that are classified in 
a provision from which a change in tariff classification is not allowed under 

19 C.F.R. 102.20 shall be considered. 


If, however, that single material is from multiple source countries and is fungible 
and commingled, and direct physical identification is impractical, an approved 
inventory management method can be used to determine the country or countries 
of origin. (The available methods are the specific identification method, the 
FIFO method, the LIFO method or the average method. See 19 C.F.R. 181.131 
Appendix for definitions.) 
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(c) For goods that are classified as sets, or for goods classified as mixtures or composite 
goods pursuant to General Rule of Interpretation 1 or 3, for which no single material 
imparts the essential character, the country of origin is the country or countries of 
origin of all materials that merit equal consideration for determining the essential 
character of the good. 


(d)(1) The country of origin is the last country where the good underwent production 
other than by "simple assembly" or "minor processing." 


If the good is assembled from five or fewer parts originating in different 
countries, the country of origin will be the country of assembly. 


(2) If the good is assembled from five or fewer parts, all of which have the same 
country of origin, the country of origin will be the country of origin of the parts 
assembled into the good that merit equal consideration as imparting the essential 
character of the good. 


2.2 Other factors in determining country of origin 


19 C.F.R. 102.12 through 102.19 provide other factors to consider when applying the 
Marking Rules in determining the country of origin for goods that underwent processing 
ina NAFTA country. 19 C.F.R. 102.13, 102.15, 102.16 and 102.17 should be 
considered when applying the specific tariff rules in 102.20 for purposes of determining 
origin under 102.11(a)(3). 


ee ee es ee ee, ae ed 
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19 C.F.R. 102.12 discusses country of origin determination for commingled fungible 
goods where multiple countries of origin are involved. 19 C.F.R. 102.13 discusses the 
treatment of goods for which small ("de minimis") amounts of foreign materials fail to 
undergo tariff changes prescribed in the Marking Rules. 


19 C.F.R. 102.14 indicates that goods which are advanced in value or improved in 
condition outside the U.S. will not be considered products of the U.S. So, if under 
another section of the Marking Rules, the country of origin of such a good is determined 
to be the U.S., that determination will be disregarded, and the country of origin of such a 
good will be the country in which the good was last advanced in value or improved in 
condition. 


19 C.F.R. 102.15 specifies materials (such as packaging, accessories that are classified 
with the good, etc.) that are disregarded in determining whether the "Specific Rules by 
Tariff Classification" (19 C.F.R. 102.20) have been met. 


19 C.F.R. 102.16 prescribes that (except for chapter 50-63 textile products), when a 
change in tariff classification rule (19 C.F.R. 102.20) cannot be met because the good and 
its parts are classified in the same heading or subheading, significant operations can still 
confer origin, when such operations result in a new and different article, having a new 
name, character and use. 


19 C.F.R. 102.17 lists certain "non-qualifying operations" such as dismantling, 
disassembly, simple packing, or mere dilution with water, that by themselves would not 
change the country of origin, even if they result in the required changes in tariff 
classification. It also includes an anti-circumvention rule, which disqualifies any 
operation, the sole object of which is to circumvent the proper operation of the Marking 
Rules. 


19 C.F.R. 102.18 provides Rules of Interpretation for the Marking Rules. 


19 C.F.R. 102.19 states that for an originating good covered by a NAFTA Certificate of 
Origin, if the first two Marking Rules (19 C.F.R. 102.11 (a) or (b)) determine that the 
country of origin is not a single NAFTA country, the country of origin will nevertheless 
be the last NAFTA country in which the good underwent production other than minor 
processing. 


2.3. Advance rulings 
Binding rulings on the country of origin of a good, as determined under 19 C.F.R. 102, 
may be requested in accordance with 19 C.F.R. 181.93. Rulings may be requested by an 


importer in the United States or by an exporter or producer of a good in Canada or 
Mexico. 


March 1995 U.S. Customs Procedures 


2-6 
2.4 Adverse marking decisions 


Under most circumstances, Customs will make a decision on the acceptability of marking 
at the time of entry, for merchandise imported into the United States. If the decision is 
that the country of origin is the one designated on the entry (and marked on the 
merchandise, if required), the merchandise will be released and the entry will be 
liquidated, with no formal notification other than the routine notice of liquidation. If the 
decision is that the country of origin is other than that declared on the entry, the action 
taken by Customs will depend on the circumstances of the importation. If the only impact 
is on the marking of the merchandise, the importer will be notified via 

Customs Form 4647 (Notice to Mark and/or Notice to Redeliver), or by one of the other 
methods described under Section B 3.6, below. 


19 C.F.R. 181.111 through 181.116 provide procedures that can be followed when 
Customs issues an adverse marking decision. An importer who receives such a decision 
may protest it under the procedures set out in 19 C.F.R. 174. An exporter or producer 
whose good is the subject of a marking decision may not protest such a decision, but may 
request from Customs a statement concerning the basis for such a decision, under 
procedures detailed in 19 C.F.R. 181.113 and 181.114. If the importer files a protest, an 
exporter or producer may "intervene" in that protest by filing an written statement of 
intervention which Customs attaches to the protest. However, though such a statement 
may be filed, the exporter’s or producer’s rights in the act of intervention remain 
subordinate to the importer’s protest rights. 


Under 19 C.F.R. 181.116, the exporter and producer also have certain rights to "petition" 
an adverse marking decision. However, as detailed in the cited Section, the petition may 
not be filed until after the importer’s time to protest the adverse decision has expired, or 
after final action on a protest, when the petitioner was given notice of the pending protest. 
If the importer has filed a protest, notice of which was not provided to the petitioner 
under 19 C.F.R. 181.114, the petition will be treated as an "intervention." 


2.5 Country of origin marking 


Annex 311 of the NAFTA sets forth general marking principles pertaining to the methods 
and procedures relating to the country of origin marking of goods of NAFTA countries. 
The United States, in 58 Federal Register 69459, published interim changes to 

19 C.F.R. 134 to implement changes required by NAFTA. 


2.5.1 Articles subject to marking requirements 


Unless excepted by law, every article of foreign origin (or its container) imported 
into the U.S. must be marked in a conspicuous place as legibly, indelibly and 
permanently as the nature of the article (or container) will permit, in such 
manner as to indicate to an ultimate purchaser in the U.S. the English name of 
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the country of origin of the article, at the time of importation into the U.S. A 
good of a NAFTA country may be marked with the name of the country of 
origin in English, French or Spanish. However, any other required information 
must be printed in English. 


Generally, the "ultimate purchaser" is defined as the last person in the 

United States who will receive the article in the form in which it was imported. 
However, for a good of a NAFTA country, the "ultimate purchaser" is the last 
person in the U.S. who purchases the good in the form in which it was imported. 


19 C.F.R. 134.11 through 134.14 provide further details on the marking 
requirements for foreign articles re-shipped from a U.S. possession, for imported 
articles repacked or manipulated, and for articles usually combined with other 
articles before delivery to a purchaser. 


2.5.2 Exceptions to marking requirements 


19 C.F.R. 134.31 through 134.36 provide exceptions to the marking 
requirements. These exceptions include a list of general exceptions, a list of 
specific products that are excepted (the "J-List", found in 19 C.F.R. 134.33), 
certain repacked articles, and articles that are substantially changed by 
manufacture. Additionally, goods of a NAFTA country that are original works 
of art, or that are classified under U.S. Harmonized Tariff Schedule (HTS) 
subheading 6904.10 or heading 8541 or 8542 are also excepted from the marking 
requirements. 


It is notable that the list of general exceptions includes several references to the 
"ultimate purchaser." As noted above, the "ultimate purchaser" is generally 
defined as the last person in the United States who will receive the article in the 
form in which it was imported. However, for a good of a NAFTA country, the 
"ultimate purchaser" is the last person in the U.S. who purchases the good in the 
form in which it was imported. 


One of the general exceptions to the marking requirements is for "articles for 
which the ultimate purchaser must necessarily know the country of origin by 
reason of the circumstances of (the goods’) importation or by reason of the 
character of the articles even though they are not marked to indicate their 
origin." For goods of a NAFTA country, the phrase "must necessarily know the 
country of origin” is replaced by the phrase "must reasonably know the country 
of origin." 
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2.5.3 Marking of containers or holders 


19 C.F.R. 134.21 through 134.26 provide marking requirements and exceptions 
for containers or holders. In general, imported containers are treated the same as 
other imported articles in that they must be marked with their own country of 
origin. Exceptions are made for containers which are imported for use by the 
importer and not intended for sale, for containers to be processed in the U.S. by 
the importer or for his account, and for containers for which the ultimate 
purchaser must necessarily know the country of origin by reason of the 
circumstances of importation or the character of the articles, as detailed in 

19 C.F.R. 134.32 (f),(g), and (h). 


For containers which are goods of a NAFTA country, however, there is a 
broader exception for any container which is a "usual container," which is 
defined in 19 C.F.R. 134.22 as a container in which a good will ordinarily reach 
its ultimate purchaser. Such a container, whether or not it is disposable and 
whether or not it is imported empty or filled, if it is a good of a NAFTA 
country, is not required to be marked with its own country of origin. 


Usual disposable containers that are in use as such at the time of importation 
must be marked to indicate the country of origin of their contents. There are 
exceptions to this rule where those contents are imported for use by the importer 
and not intended for sale, are to be processed in the U.S. by the importer or for 
his account, or are goods for which the ultimate purchaser must necessarily know 
the country of origin by reason of the circumstances of importation or the 
character of the articles, as detailed in 19 C.F.R. 134.32 (f),(g), and (h). For 
such containers which are goods of a NAFTA country, however, in addition to 
these exceptions, there are more exceptions which are listed in 19 C.F.R. 134.32 
(e), (i), (p) and (q) (for crude substances, articles produced more than 20 years 
prior to importation, original works of art, and HTS items 6904.10, 8541 or 
8542). 


2.5.4 Method and location of marking 


19 C.F.R. 134.41 outlines methods of marking of imported goods. Generally, 
the marking must be legible, indelible and permanent. The degree of 
permanence should be at least sufficient to insure that in any reasonably 
foreseeable circumstance, the marking shall remain on an article (or its container) 
until it reaches the ultimate purchaser unless it is deliberately removed. 


-—————— 
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19 C.F.R. 134.43(a) requires certain very specific methods of marking for 
certain products such as knives, forks and scissors. However, if such goods are 
goods of a NAFTA party, they can be marked by any reasonable method which 
is legible, conspicuous and permanent as would otherwise be required in 

19; CPR sas 


Similarly, 19 C.F.R. 134.43(c) and (d) provide for specific marking methods for 
certain native-American goods, unless those goods are goods of a NAFTA party. 


2.5.5 Adverse marking decisions 


Under most circumstances, Customs will make a decision on the acceptability of 
marking at the time of entry, for merchandise imported into the United States. If 
the decision is that the merchandise is properly marked, the merchandise will be 
released and the entry will be liquidated, with no formal notification other than 
the routine notice of liquidation. If the decision is that the merchandise is not’ 
properly marked, the importer will be notified via Customs Form 4647 (Notice 
to Mark and/or Notice to Redeliver), or by one of the other notification methods 
outlined under section 3.6 below. 


19 C.F.R. 181.111 through 181.116 provide procedures that can be followed 
when Customs issues an adverse marking decision. An importer who receives 
such a decision may protest it under the procedures set out in 19 C.F.R. 174. 
An exporter or producer may not protest such a decision, but may request from 
Customs a statement concerning the basis for such a decision, under procedures 
detailed in 19 C.F.R. 181.113 and 181.114. If the importer files a protest, an 
exporter or producer may "intervene" in that protest by filing an written 
statement of intervention which is attached to the protest. However, though such 
a statement may be filed, the exporter’s or producer’s rights in the act of 
intervention remain subordinate to the importer’s protest rights. 


Under 19 C.F.R. 181.116, the exporter or producer also have certain rights to 
"petition" an adverse marking decision. However, as detailed in the cited 
Section, the petition may not be filed until after the importer’s time to protest the 
adverse decision has expired. 
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2.5.6 Merchandise found not legally marked 


In cases where merchandise is imported which does not comply with marking 

requirements, Customs may issue a Customs Form 4647 Notice of Marking (or a 
Notice of Redelivery if the goods have been released), impose marking duties, 

seize such merchandise, or establish claims for liquidated damages and/or claims 
for monetary penalty. The action taken depends on the individual circumstances 
surrounding the import transaction. Generally, cases involving failure to comply 
with marking requirements fall into one or more of the following four categories: 


e The merchandise is not properly marked at the time of entry. 

e There are false, deceptive and/or misleading markings on the imported 
merchandise and/or its containers. 

e There is a false certification that the imported merchandise and/or its 
container are properly marked, or there is a failure to notify subsequent 
purchasers or repackers of the marking requirements. 

e The imported merchandise and/or its container comply with the marking 
requirements at the time of entry, but there is subsequent removal or 
alteration of the marking. 


Customs Directive 099-4410-003, "Labeling and Marking Requirements - 
Guidelines for Seizures and Penalties," dated May 11, 1987, provides procedures 
that are followed for each of these circumstances. Customs Directive 099 
3540-001, "Revised Notice to Mark and/or Notice to Redeliver Customs 

Form 4647," dated March 17, 1992 provides instructions for completion of 
Customs Form 4647 ("Notice to Mark and/or Notice to Redeliver"). 


2.5.7 Advance rulings 


Binding rulings on the country of origin marking requirements for a good under 
19 C.F.R. 134, may be requested in accordance with 19 C.F.R. 181.93. Rulings 
may be requested by an importer in the United States or an exporter or producer 
of a good in Canada or Mexico. 


References 


Customs Directive 099 4410-003, "Labeling and Marking Requirements - Guidelines for 
Seizures and Penalties," dated May 11, 1987. 


Customs Directive 099 3540-001, "Revised Notice to Mark and/or Notice to Redeliver 
Customs Form 4647," March 17, 1992. 
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1. Introduction 


The U.S. Customs Service strongly urges all parties engaged in transactions relating to the 
importation of goods into the United States to obtain binding advice from the U.S. Customs 
Service prior to undertaking that transaction. In the case of importations under the NAFTA, 
guidance can be obtained by requesting an advance ruling in accordance with Part 181, 
Subpart I of the Customs Regulations. 


2. Procedures 


2.1 Subject matter 


In compliance with its obligation under Article 509, the U.S. Customs Service will issue 
advance NAFTA rulings on: 


@ Whether materials imported from a non-NAFTA country and used in the production 
of a good undergo an applicable change in tariff classification under the rules of origin 
as a result of production occurring entirely in the NAFTA territory; 

@ Whether a good satisfies a regional value-content requirement under the transaction 
value method or under the net cost method; 

@ Determining whether a good satisfies a regional value-content requirement, the 
appropriate basis or method for value to be applied by an exporter or a producer in 
Canada or Mexico for calculating the transaction value of the good or of the materials 
used in the production of the good; 

@ Determining whether a good satisfies a regional value-content requirement, the 
appropriate basis or method for reasonably allocating costs for calculating the net cost 
of the good or the value of an intermediate material; 

@ Whether a good qualifies as an originating good under the rules of origin; 

@ Whether a good that re-enters the United States after having been exported from the 
United States to Canada or Mexico for repair or alteration qualifies for duty-free 
treatment; 

@ Whether the proposed or actual marking of a good satisfies country of origin marking 
requirements; 

@ Whether an originating good qualifies as a good of Canada or Mexico under 
Annex 300-B, Annex 302.2 and Chapter Seven of the NAFTA; and 

@ Whether an agricultural good is a qualifying good under Chapter 7 of the NAFTA. 
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Advance rulings may be requested with respect to prospective, current and ongoing 
NAFTA transactions. Advance rulings may not be requested on questions arising in 
connection with an entry of goods that has been liquidated, or in connection with any 
other completed NAFTA transaction. 


2.2 Difference from other kinds of binding rulings issued by U.S. 
Customs 


Binding and pre-classification rulings under Title 19, Code of Federal Regulations, 

Part 177 (19 C.F.R. 177) will not be issued for the nine subject matter areas previously 
noted. Rulings on these topics must be requested in accordance with 19 C.F.R. 181, 
Subpart I. Questions outside these nine subject matter areas relating to applicability of the 
NAFTA may be the subject of a binding or pre-classification ruling requested under 

19: CeReRe iz: 


2.3. Who may request 


Importers in the United States and exporters and producers in Canada and Mexico who 

export their goods to the United States may request advance NAFTA rulings from 

U.S. Customs. Exporters in the United States who export to Canada or Mexico may not 

request advance rulings from the U.S. Customs Service; they should request advance 
rulings from the customs administrations of Canada and Mexico on how their goods will 

be treated upon entering the commerce of these countries. 


2.4 Submission of requests 


In the United States, advance rulings must be requested in accordance with the procedures 
described in 19 C.F.R. 181.93. Requests must be written in English and must contain a 
complete statement of all relevant facts relating to the NAFTA transaction. Such facts 
include: the names, addresses and other identifying information of all interested parties 
(if known); the name of the port or place at which any good involved in the transaction 
will be imported or which will otherwise have jurisdiction with respect to the act or 
activity described in the transaction; and a description of the transaction itself, appropriate 
in detail to the subject matter of the requested advance ruling. 


Requests for advance rulings shall be accompanied by photographs, drawings, or other 

pictorial representations of the good and, whenever possible, by a sample of the good 

unless a precise description is not essential to the advance ruling requested. Any good 

consisting of materials in chemical or physical combination for which a laboratory 

analysis has been prepared by or for the manufacturer should include a copy of that 

analysis, flow charts, CA number, and related information. Samples become part of the 

Customs file and will be retained until the advance ruling is issued or the advance ruling 

request is otherwise disposed of. All or part of a sample may be damaged or consumed | 


eee 
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in the course of examination, testing, analysis, or other actions undertaken in connection 
with the advance ruling request. If the question presented in the advance ruling request 
directly relates to matters set forth in any invoice, contract, agreement, or other 
document, a copy of the document must be submitted. (Original documents should not be 
submitted since they will not be returned.) The relevant facts reflected in any documents 
submitted, and an explanation of their bearing on the question presented, must be 
expressly set forth in the advance ruling request. 


Interested parties should consult 19 C.F.R. 181.93(b)(2) for guidelines on what details are 
needed for each of the subject matter described above. 


Information which is claimed to constitute trade secrets or privileged or confidential 
commercial or financial information regarding the business transactions of private parties 
the disclosure of which would cause substantial harm to the competitive position of the 
person making the request (or of another interested party) must be identified clearly, and 
the reasons such information should not be disclosed, including, where applicable, the 
reasons the disclosure of the information would prejudice the competitive position of the 
person making the request (or of another interested party), must be set forth. An advance 
ruling will not be issued until all trade secret, privilege or confidentiality issues are 
resolved. 


225 Oral discussion of issues 


A person submitting a request for an advance ruling and desiring an opportunity to orally 
discuss the issue or issues involved should indicate that desire in writing at the time the 
advance ruling request is filed. Such a discussion will only be scheduled when, in the 
opinion of the Customs personnel by whom the advance ruling request is under 
consideration, a conference will be helpful in deciding the issue or issues involved or 
when a determination or conclusion contrary to that advocated in the advance ruling 
request is contemplated. Conferences are scheduled for the purpose of affording the 
parties an opportunity to freely and openly discuss the matters set forth in the advance 
ruling request. Accordingly, the parties will not be bound by any argument or position 
advocated or agreed to, expressly or by implication, during the conference unless either 
party subsequently agrees to be so bound in writing. The conference will not conclude 
with the issuance of an advance ruling letter. 


If a request for a conference is granted, the person making the request will be notified of 
the time and place of the conference. No more than one conference with respect to the 
matters set forth in an advance ruling request will be scheduled, unless, in the opinion of 
the Customs personnel by whom the advance ruling request is under consideration, 
additional conferences are necessary. 


The person submitting the request for an advance ruling must provide for inclusion in the 
Customs file a written record setting forth any and all additional information, documents, 
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and exhibits introduced during the conference to the extent that person considers such 
material relevant to the consideration of the advance ruling request. Such information, 
documents and exhibits shall be given consideration only if received by Customs within 
30 calendar days following the conference. 


2.6 Where to send requests 


Advance rulings on subject matter specified in 2.1 must be requested from the 

U.S. Customs Service, Office of Regulations and Rulings, 1301 Constitution Avenue, 
NW, Washington, D.C. 20229. Requests for advance rulings on remaining subject matter 
may be directed either to the Office of Regulations and Rulings, 

1301 Constitution Avenue, NW, Washington, D.C. 20229, or to the Area Director of 
Customs, New York Seaport, 6 World Trade Center, New York, NY 10048. 


2.7 Request for immediate consideration 


Customs will normally process requests for advance rulings in the order they are received 
and as expeditiously as possible, as specified in § 181.99. However, a request that a 
particular matter be given consideration ahead of its regular order, if made in writing at 
the time the request is submitted or thereafter, and showing a clear need for such 
treatment, will be given consideration as the particular circumstances warrant and permit. 
Requests for special consideration made by telegram or electronic transmission will be 
treated in the same manner as requests made by letter, but advance rulings will not be 
issued by telegram or electronic transmission. A telegram or electronic transmission must 
be followed up with a signed original within 14 calendar days of the submission of the 
telegram or electronic transmission. In no event can any assurance be given that a 
particular request for an advance ruling will be acted upon by the time requested. 


2.8 Issuance of advance rulings 


Generally Customs will, within 120 calendar days of receipt of a request in proper form, 
including any required supplemental information, issue an advance ruling letter in English 
setting forth the position of Customs and its reasoning with respect to a specific 
transaction. Requests for an advance ruling that do not contain adequate information will 
be answered by an information letier or, in those situations in which general information 
is likely to be of little or no value, by a letter stating that no advance ruling can be issued. 
In the course of evaluating the advance ruling request Customs may solicit supplemental 
information from the person requesting the advance ruling. The submission of 
supplemental information will extend the time for response. The time for response will 
also be extended if it is necessary to obtain information from other government agencies 
or to perform a laboratory analysis. 
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2.9 Submission of NAFTA advance ruling letters to field offices 


Any importer with respect to which an advance ruling letter has been issued either must 
ensure that a copy of the advance ruling letter is attached to the documents filed with the 
appropriate Customs office in connection with that transaction or must otherwise indicate 
that an advance ruling has been received. Any person receiving an advance ruling stating 
Customs determination must set forth such determination in the documents or information 
filed in connection with any subsequent entry of that merchandise; failure to do so may 
result in a rejection of the entry and the imposition of such penalties as may be 
appropriate. An advance ruling received after the filing of such documents or information 
must immediately be brought to the attention of the appropriate Customs field office. 


2.10 Disclosure of NAFTA advance ruling letters 


No part of an advance ruling letter, including names, addresses, or information relating to 
the business transactions of private parties, shall be deemed to constitute privileged or 
confidential commercial or financial information or trade secrets exempt from disclosure 
unless the information claimed to be exempt from disclosure is clearly identified and a 
valid basis for nondisclosure is set forth. Before the issuance of the advance ruling letter, 
the person submitting the advance ruling request will be notified of any decision adverse 
to a request for nondisclosure and will, upon written request to Customs within 

10 working days of the date of notification, be permitted to withdraw the advance ruling 
request. If in the opinion of Customs an impasse exists on the issue of confidentiality and 
the person who submitted the advance ruling request does not withdraw the request, 
Customs will decline to issue the advance ruling. All advance ruling letters issued by 
Customs will be available, upon written request, for inspection and copying by any person 
(with any portions determined to be exempt from disclosure deleted). 


2.11 Penalties for misrepresentation, omission or noncompliance 


If Customs determines that an issued advance ruling was based on incorrect information, 
the person to whom the advance ruling was issued may be subject to appropriate penalties 
unless that person demonstrates that he used reasonable care and acted in good faith in 
presenting the facts and circumstances on which the advance ruling was based. In 
addition, Customs may apply such measures as the circumstances may warrant in a case 
where a person to whom an advance ruling was issued has failed to act in accordance with 
the terms and conditions of the advance ruling. 


3. References 


NAFTA ADVANCE RULINGS, Customs Publication 594. 
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4. Additional information 


e Article 509 
e 19 C.F.R. 181, Subpart I 
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1. Introduction 


Existing entry procedures in the United States will not change as a result of the Agreement. 
Importers must file entry documentation within five working days of the arrival of a 
shipment at the port of entry. Importers must then file an entry summary and deposit 
estimated duties within 10 working days of the time the goods are entered and released. A 
detailed explanation of the entry process is available in IMPORTING INTO THE 

UNITED STATES, Customs Publication 504, available from the U.S. Government Printing 
Office: 


2. Procedures 


Dek Automated Commercial System 


The Automated Commercial System is the comprehensive tracking, controlling and 
processing system of the U.S. Customs Service. It is used to track the movement of 
cargo, accept entries and protests, receive payment of duties, and for many other aspects 
of international customs transactions. The Automated Commercial System consists of 
many different modules, also referred to as systems. These modules can work 
independently of one another, interact with one or more additional modules, or provide an 
interface between separate modules. Some modules are for internal Customs use only, 
while others are used to interact with other international actors, such as customs brokers, 
importers, shipping lines and sureties. 


The Automated Broker Interface is one component of the Automated Commercial System. 
The Automated Broker Interface permits qualified participants to interface directly with 
the U.S. Customs Service Data Center in order to transmit data pertaining to merchandise 
being imported into the United States, including the filing of entries and entry summaries. 
In some cases, the electronic transmission of the entry and/or entry summary is followed 
up by the submission of paper documents. Increasingly, however, all Customs business is 
conducted electronically. Brokers can also query the status of an entry or entry summary 
via the Automated Broker Interface to determine, for example, whether the cargo has been 
released or whether the entry summary has been accepted by Customs. 
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22 Claims 


In the United States, Customs Form 3461 or 3461-Alt is used to enter goods. The entry 
summary is filed within 10 working days on Customs Form 7501. A claim for 
preferential tariff treatment for a good under the NAFTA is made by using the Special 
Program Indicator (SPI) "CA" for products of Canada or "MX" for products of Mexico as 
a prefix to the Harmonized Tariff Schedule number on Customs Form 7501 or during the 
electronic transmission of the entry summary data via the Automated Broker Interface. 
The Certificate of Origin must be in the possession of the importer at the time preferential 
tariff treatment for an originating good is claimed. 


Importers claiming preferential tariff treatment for textile goods under a tariff preference 
level (described in Annex 300-B of the NAFTA) and for articles altered or repaired 
(Harmonized Tariff Schedule numbers 9802.00.40 and 9802.00.50) will not have a 
Certificate of Origin since these goods are not originating (as that term is defined in 
Article 401 of the Agreement). Importers must identify shipments of goods whose 
regional value content was calculated using the net cost method by transmitting the net 
cost indicator during the Automated Broker Interface transmission and by annotating the 
entry summary with "NET" in Column 33 of Customs Form 7501. 


2.3 User fees 


Goods originating in Canada, that qualify to be marked as Canadian goods according to 
the marking rules, are exempt from the merchandise processing fee as of January 1, 1994. 
For goods originating in Mexico that qualify to be marked as Mexican goods pursuant to 
Annex 311, the merchandise processing fee will be eliminated on June 30, 1999. There 
will not be any staged phase-out of the fee for Mexican goods - it will continue to apply 
until June 30, 1999, when it will be eliminated completely. Other fees are unaffected and 
will be collected whether the goods originate in Canada or Mexico. Other fees include 
harbor maintenance, cotton, beef, pork, honey, etc. Mail entries will continue to be 
subject to a US$S5 processing fee. 


The Automated Commercial System recognizes when no merchandise processing fee is 
due by comparing the declared country of origin, the Special Program Indicator and the 
tariff classification number transmitted electronically and will reject any entry for which 
payment of the merchandise processing fee is attempted. 


-—————— eee 


March 1995 U.S. Customs Procedures 


i 


4-3 
3. References 


Customs Directive 099 3550-061, "Instructions for Preparation of CF 7501," dated 
September 18, 1992. 


Customs Directive 099 3550-061, "Instructions for Preparation of CF 7501," dated 
September 18, 1992. 


4. Additional information 


@ Article 502 
@ 19 C.F.R. 141 
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1. Introduction 


In order to receive preferential treatment under NAFTA, the Certificate of Origin must be in 
the possession of the importer at the time the claim is made. In some instances the 
Certificate is not available at the time the claim is made or the importer was not aware the 
goods qualified for preferential treatment therefore the merchandise was entered at the most- 
favored nation (MEN) rates of duty. The importer has the option of filing a post importation 
claim requesting a refund of the duties paid up to one year from the date of importation. 


2. Procedures 
2.1 Filing 


A post importation claim must be filed in writing with the Area/District Director of the 
port where the goods were entered within one year from the date of importation. The 
claim must contain the following information: 


e A declaration stating that the good qualified for preferential treatment at the 
time of importation and the appropriate entry number and date covering the 
good; 

@ A copy of each Certificate of Origin pertaining to the good unless the 
Certificate of Origin was not required under 19 C.F.R. 181.22(d)'; 

e A statement indicating whether or not the importer of the good provided a copy 
of the entry summary or equivalent documentation to any other person. If so, 
the recipient is to be identified by name, Customs identification number and 
address and the date the documentation was provided; 

e A statement furnishing whether or not the importer of the good is aware of any 
claim for refund, waiver or reduction of duties relating to the good within the 
meaning of Article 303 (Restriction on Drawback and Duty-Deferral Programs) 
of the NAFTA. If the importer is aware of any such claim, identify each 
claim by number and date and the person who made the claim by name, 
Customs identification number and address; and 

e A statement indicating whether or not any person has filed a protest or a 
petition or request for reliquidation relating to the good under any provision of 
law. If such protest or petition or request for reliquidation has been filed, 
identify the protest, petition or request by number and date. 
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2.2 Processing claims 


Upon receipt of a post importation claim the Area/District Director must determine 
whether the entry covering the good has been liquidated, and if liquidation has taken 
place, whether the liquidation has become final. Post importation claims under NAFTA 
are to be entered into the Automated Commercial System (ACS) through the protest 
module (PMAA and PMBA) and identified by the associated entry summary along with 
typing "NAFTA claim under 520(d)" in the remarks field. 


2.201 Retrieval of entry summary for processing 
Unliquidated 


e@ If the entry summary is unliquidated and not scheduled for liquidation, the claim 
shall be forwarded to the appropriate commodity specialist team for processing. 
The date the claim was forwarded to the team is the date to be entered into the 
system under the date received field. 


e@ If the entry summary is unliquidated but scheduled for liquidation, the liquidation 
shall be unset and the entry summary retrieved. The date the summary is 
retrieved shall become the date entered in the system under the date received 
field. The claim and entry summary shall then be forwarded to the commodity 
specialist team for processing. 


Liquidated 


e@ If the entry summary is liquidated the entry summary is to be retrieved and the 
date the summary is retrieved shall be entered into the system under the date 
received field. The claim and the entry summary are to be forwarded to the 
commodity specialist team for processing. 


The validity of the claim is the responsibility of the Import Specialist, i.e., ensuring 
that the timeliness of the 520(d) claim was made within one year of the date of 
importation. 


When reviewing a post importation claim several dates become very critical: the date 
of entry, the signature date in block 11, and when applicable, the dates provided as in 
block 2 for the blanket period. 


eee essssSsS——seseses 
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2.2.2 Suspension of a claim 


If an entry is the subject of a protest, petition or request for reliquidation relating to 
the good or a summons involving the good is filed in the Court of International Trade, 
any action on the 520(d) claim shall be suspended until the protest, petition, or request 
is decided or judicial action on the summons is completed. 


PROES Allowance of a claim 


If the District Director determines that a claim for a refund is to be allowed and the 
entry summary is unliquidated, the District Director shall liquidate the entry with a 
refund. 


If the District Director decides to allow the claim and the entry summary is liquidated, 
whether or not the liquidation has become final, the entry summary must be 
reliquidated to refund the duties. If the entry summary is to be reliquidated for other 
reasons (e.g., administrative review of a protest or petition for reliquidation or as a 
result of judicial review), refund on the 520(d) claim shall be made at the time of such 
reliquidation. 


The decision to allow a claim must be entered into the ACS system in the protest 
module and a decision copy filed in the master file. 


EEE 


March 1995 


U.S. Customs Procedures 


5-5 


If any information is provided to Customs pursuant to C.F.R. 181.32(b)(4) or (5)’, 
that information together with notice of the allowance of the claim and the amount of 
duty refunded shall be reported to North Star Commercial in Buffalo, NY. The 
dissemination of this information to the customs administration of the country from 
which the good was exported shall be the responsibility of North Star Commercial. 


9 Jip | Denial of a claim 


A claim for a refund may be denied by the District Director if the claim was not filed 
on time, if the importer has not complied with the requirements set forth in the filing 
procedures, if the Certificate of Origin submitted under C.F.R. 181.32(b)(3)* cannot 
be accepted as valid under C.F.R. 181.22(c)*. A claim may also be denied if, after 
an origin verification under C.F.R. 181.72(a)’, the District Director determines either 
that the imported good did not qualify as an originating good at the time of 
importation or that a basis exists upon which preferential tariff treatment may be 
denied or withheld under C.F.R. 181.72(d)°, 181.74(c)’ or 181.76(b)*. If a denial 

is based on a verification, a negative origin determination shall be issued to the 
appropriate parties in accordance with 19 C.F.R. 181.75.? 


Unliquidated 


@ If the District Director determines that the 520(d) claim is to be denied and the 
entry summary is unliquidated, the District Director shall deny the claim in 
connection with the liquidation of the entry summary. 


Liquidated 


e If the District Director determines that the claim shall be denied and the entry 
summary is liquidated, whether or not the liquidation has become final, the claim 
may be denied without reliquidation of the entry. If the entry summary is 
otherwise to be reliquidated based on administrative review of a protest or 
petition for reliquidation or as a result of judicial review, such reliquidation may 
include denial of the 520(d) claim. If the denial is based on a negative origin 
determination, the summary shall not be reliquidated until after the effective date 
of the origin determination as established in accordance with 
19 CP Resi yo. 


The decision to deny a claim must be entered into the ACS system in the protest 
module and a decision copy filed in the master file. 
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neo Corrected claims 


If a U.S. importer who has already made a claim for preferential treatment for an 
originating good, has reason to believe that a Certificate of Origin on which the claim was 
based contains incorrect information, the importer shall make a corrected declaration 
within 30 calendar days and pay any duties that may be due. A corrected declaration 
shall be effected by submission of a letter or other written statement to the Customs office 
where the original declaration was filed. 


Each corrected declaration or notification of an incorrect certificate shall be accompanied 
by a written statement that includes: 


@ The class or kind of good; 

@ tach import or export transaction affected by the incorrect declaration or certification 
(i.e., entry number(s) and date(s)); 

@ The nature of the incorrect statements or omissions; and 

@ To the best of the person’s knowledge, the true and accurate information or data 
which should have been covered by or provided in the declaration or certification. 


An importer who voluntarily provides a corrected declaration will not be subject to civil 
or administrative penalties. Voluntary is defined as: 


Done before the commencement of a formal investigation; 

Done before any of the events specified in 19 C.F.R. 162.74(g)"'; 

Done within 30 calendar days; and 

Accompanied by a written statement with the information enumerated above. 


References 


Customs Directive 099 3550-070, "Procedures for Filing and Processing Claims Under the 
North American Free Trade Agreement (NAFTA)," dated April 15, 1994. 


4. 


Additional Information 


® Article 502 


19iC Re 181 subparts: Di 


Section 181.22 
Maintenance of records and submission of Certificate by importer 
(d) Certificate Not Required 


Refer to items number 4 and 5 listed in the filing procedures. 


—————_—_——$—$ 
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3. Section 181.32 Filing Procedures 
(b)(3) Importer provided copy of entry summary or equivalent documentation to any other 
individual 


4. Section 181.22 
Maintenance of records and submission of Certificate by importer 
(c) Acceptance of Certificate 


5. Section 181.72 Verification scope and method 
(a) General 


6. Section 181.72 Verification scope and method 
(d) Failure to respond to letter or questionnaire 


7. Section 181.74 Verification visit procedures 
(c) Failure to provide written consent or to cooperate or to maintain records 


8. Section 181.76 Application of origin determinations 
(b) Cases involving a pattern of conduct 


9. Section 181.75 Issuance of origin determination 
10. Section 181.76 Application of origin determination 


11. Section 162.74 Prior disclosure 
(g) Penalty claims not requiring formal investigation 
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1. Introduction 


This chapter describes the procedures that U.S. Customs will use to initiate origin 
verifications and to issue origin determinations pursuant to Article 506 of the North 
American Free Trade Agreement (NAFTA). 19 Code of Federal Regulations (C.F.R.) 
18172 Sia ios 


In general, with certain limited exceptions, 19 C.F.R. 181.71 provides that a claim for 
NAFTA treatment will not be denied unless U.S. Customs verifies the origin of the good and 
determines that it is not eligible for preferential treatment under the Agreement. Article 506 
of the NAFTA requires that an origin determination be issued to the exporter or producer 
whose good is the subject of the verification upon its completion. 


An origin determination is a written decision regarding whether a good that was the subject 
of a verification qualifies as an originating good as set forth in Article 401 of the Agreement 
(General Note 12 of the Harmonized Tariff Schedule of the United States). The scope of a 
determination may include the origin of the good and/or the origin of a material that is used 
in the production of the good. 19 C.F.R. 181.72(a)(1). Origin determinations may be either 
positive or negative. In connection with an origin verification, U.S. Customs may verify the 
rate of duty applied to an originating good (whether the "MX" or the "CA" rate applies) and 
may determine whether a good is a qualifying good for purposes of Annex 703.2. U.S. 
Customs findings as to these matters will also be reflected in the origin determination. 


Every origin verification undertaken pursuant to 19 C.F.R. Part 181, Subpart G, will result 
in a written determination by the U.S. Customs regarding the origin of the good. 

19 C.F.R. 181.75. U.S. Customs will provide a written determination of origin to the 
exporter or producer whose good was the subject of the verification. 


U.S. Customs will generally be required to issue a written origin determination within 

60 days after conclusion of every origin verification, regardless of whether the origin 
determination is positive or negative. 19 C.F.R. 181.75. Verifications involving novel or 
controversial issues will be referred to the National Import Specialist, and these 
determinations may take longer than 60 days. However, every effort will be made to issue 
determinations even in more complex cases within 90 days. 
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Origin verifications 


As a general rule, but with certain limited exceptions, 19 C.F.R. 181.71 provides that 
whenever a claim for preferential tariff treatment is supported by a valid and complete 
Certificate of Origin, U.S. Customs will allow the claim unless an origin verification is 
undertaken. 


2.1.1 Scope 


In accordance with 19 C.F.R. 181.72(a)(1) and 181.72(a)(2), an origin 
verification may be conducted to determine the origin of a good, including its 
materials and components, the applicable rate of duty applied to an originating 
good in accordance with Annex 302.2 of the NAFTA and whether a good is a 
qualifying good in accordance with Annex 703.2 of the NAFTA. 


2.1.2 Requesting the Certificate of Origin 


Prior to initiating an origin verification, U.S. Customs must obtain a copy of the 

Certificate of Origin which was used as the basis for the claim from the importer rt 
of record (importer). Photocopies are acceptable. U.S. Customs may obtain the 

Certificate of Origin via a Request for Information (CF 28), telephone, fax or 

other methods. 


If a Certificate of Origin is furnished by the importer, U.S. Customs may accept 
the Certificate of Origin at face value and allow preferential tariff treatment or 
initiate an origin verification. 


If a Certificate of Origin is not furnished within a reasonable time period 

(30 days), U.S. Customs will issue a Notice of Action (CF 29), to the importer 
indicating that the claim will be denied immediately. It will not be necessary in 
this instance for U.S. Customs to notify the exporter or producer. 


If a Certificate of Origin is received from the importer but is illegible, defective, 
or has not been completed, signed and dated, U.S. Customs will issue a CF 29 
proposing denial of the claim to the importer. It, again, is not necessary for 
U.S. Customs in this instance to notify the exporter or producer of the proposed 
action. The importer will be given a minimum of five working days to furnish a 
corrected Certificate of Origin before the claim is denied. 


| 
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2.1.3 Initiating a verification 


When U.S. Customs requests additional information, that is, any information 
other than that furnished on the Certificate of Origin, an origin verification has 
been initiated. U.S. Customs must obtain any additional information needed to 
establish the validity of the data contained in the Certificate of Origin from the 
exporter or producer. 


It may also be necessary for U.S. Customs to obtain information from the 
Canadian or Mexican producer of a material, in the instance where the material 
is incorporated into the imported good, when relevant to the origin determination 
of that good. In this case, U.S. Customs may request this information from the 
producer of the material. If the producer of a material refuses to supply the 
requested information, the material will be treated as non-originating. 


U.S. Customs may request additional information by one or more of the 
following methods: 


A verification letter; 

A written questionnaire; 

A visit to the premises of an exporter or a producer; 

Any other method which results in information from a Canadian or 
Mexican exporter or producer. 


2.1.4 | Response/non-response to requests for additional information 


If additional information is furnished as requested, an origin determination will 
be issued following the notification procedures outlined in Customs 
Directive 099 3810-010 dated July 27, 1994. 


If the initial request for additional information is not responded to within 30 days 
or if the information submitted is incomplete, a follow up request will be issued 
on a CF 29 to which will be attached a copy of the original request for 
information (that is, the verification letter, the written questionnaire, or any other 
method which was used to obtain the information). U.S. Customs will send this 
directly to the exporter or producer of the good. A follow up request will contain 
the following elements: 


® A statement that additional information needed to verify the Certificate of 
Origin was originally requested on the attached copy of the request for 
information; 

@ A Statement that unless the additional information is submitted within 
30 days, the claim will be denied without further notification; 
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e A written origin determination in accordance with the procedures outlined 
in Customs Directive 099 3810-010 dated July 27, 1994. 


U.S. Customs will also issue a CF 29 to the importer advising that the claim will 
be denied in 30 days because the requested additional information needed to 
verify the Certificate of Origin has not been furnished. 


The importer may be requested to obtain this additional information from the 
exporter or producer. A failure or refusal on the part of the importer to obtain 
and provide such information will not be considered a failure of the exporter or 
producer to provide the information and will not constitute grounds for denying 
preferential tariff treatment on the good. 


NOTE: If the importer fails or refuses to obtain and provide the additional 
information, the exporter or producer will be given 30 days to respond 
to an original request for information. 


Information obtained orally may be used to make a positive origin determination 
but may not be used as a basis to deny acclaim. In order to deny a claim, 
information must be in writing and must be identifiable as coming from the 
exporter or producer. All responses to U.S. Customs will be in English, 


2.2 Origin determinations 
2.2.1 Issuance to exporter 


U.S. Customs will issue an origin determination to an exporter upon completion 
of a NAFTA verification. 


Positive determinations 


Positive determinations will be issued via a CF 29. The action will be 
noted as "TAKEN" and the following information will be included in Block 
13 of the form: 


e A description of the good that was the subject of the verification 
together with the identifying numbers and dates of the export and import 
documents pertaining to the good; 

e@ A statement setting forth the findings of fact made in connection with 
the verification and upon which the determination is based; 

@ Specific reference to the rules applicable to originating goods as set 
forth in General Note 12, HTSUS, and the NAFTA Rules of Origin 
Regulations, the legal basis for the determination. 
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Negative determinations 


Negative origin determinations will also be prepared on a CF 29. Negative 
origin determinations issued to exporters in Mexico will be sent by 
certified or registered mail, or by any other method that produces a 
confirmation of receipt by the exporter; those sent to Canada will be sent 
via regular mail. The action will be noted as "PROPOSED" but the 
sentence that begins "If you disagree with this proposed action... ." will 
be struck out. Instead, the information required for positive determinations 
as mentioned above will be included in block 13 of the form, as well as the 
following additional information: 


@ A notice of intent to deny preferential tariff treatment on the good which 
was the subject of the determination; 


@ The specific date after which preferential tariff treatment will be denied. 
19 C.F.R. 181.76(a)(1). In the case of negative origin determinations 
issued to exporters in Canada, this will be the date 30 days from the 
date of issuance of the CF 29. Exporters in Mexico will be advised that 
this date will be the date 30 days from the date on which the exporter 
receives the written determination from U.S. Customs, as confirmed by 
the certified or registered mail receipt; 


@ The period during which the exporter of the good may provide written 
comments or additional information regarding the determination, that is, 
the 30 day period as noted above. 19 C.F.R. 181.76(a)(2); 


@ If the origin determination is the second one performed to verify the 
origin of the same goods, this additional statement: 


This is the second time the U.S. Customs Service has verified the origin 
of these goods and found that they do not meet the NAFTA rules of 
origin. Preferential tariff treatment pursuant to the NAFTA will be 
denied on all future shipments of identical goods imported into the 
United States until you establish compliance with the NAFTA rules of 
origin, as described in General Note 12 to the Harmonized Tariff 
Schedule of the United States. 


@ This statement regarding the exporter’s review and appeal rights: 
As exporter, you have the right to appeal this determination of origin 
pursuant to 19 U.S.C. 1514 and Part 174 of the Customs Regulations 


(19 C.F.R. Part 174) within 90 days after the liquidation of the entry(s) 
listed in this notice. A Bulletin Notice of Liquidation will be posted at 
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the Customs District office where the good(s) was entered on the date 
the entry(s) is liquidated. Appeal rights will be allowed for 90 days 
after the date of posting of the Bulletin Notice of Liquidation; appeals 
filed prior to liquidation will be denied as untimely. 


@ This statement regarding the exporter’s obligation to notify other parties 
to whom he/she may have given an inaccurate Certificate of Origin: 


Pursuant to Article 504 of the North American Free Trade Agreement, 
you have an obligation to notify in writing all persons to whom you 
have given a Certificate of Origin if you have reason to believe there 
has been any change that could affect the accuracy or validity of that 
Certificate. Thus, if you have provided to other persons a Certificate of 
Origin covering goods that are identical to the goods that were the 
subject of this determination, you should notify them of this 
determination. 


2.2.2 Issuance to producer 


If an exporter completes a Certificate of Origin based on a Certificate of Origin 
prepared by the producer of the good (see Customs Form 434, Field 8, #3), 
U.S. Customs will also issue a copy of the origin determination to the producer 
of the good. U.S. Customs will not use extraordinary means to locate a 
producer whose identity or address is unknown. 


2.2.3 Issuance to importer 


For negative determinations, U.S. Customs will also inform the U.S. importer of 
its decision via a proposed action on a CF 29. This CF 29 will list all entry 
summaries covered by the verification and state the reason for the denial of the 
claim. 


2.2.4 Additional information submitted in relation to proposed denials 


In accordance with 19 C.F.R. 181.76(a)(2), additional information provided by 
the exporter or producer that relates to a proposed denial will be considered if it 
is provided to U.S. Customs before the denial date of the determination, as 
determined in accordance with 19 C.F.R. 181.76(a)(1). If this additional 
information changes the original determination, the aforementioned notification 
procedure will be repeated. 


Sa 
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2.2.5 Effective dates of origin determinations 


While positive origin determinations are effective on the date of their issuance, 
the effective date for negative determinations will be determined in accordance 
with 19 C.F.R. 181.76(a) (the date of issuance of the CF 29 for exporters and 
producers in Canada and the date on which receipt of the written determination 
by the exporter or producer is confirmed for exporters and producers in Mexico). 


When a negative determination is the result of a tariff classification or value 
applied by U.S. Customs to one or more of the materials used in the production 
of the good, which differs from the tariff classification or value applied to such 
materials by the NAFTA country from whose territory the good was exported, 
the determination will not become effective until the U.S. Customs notifies in 
writing both the importer and the person who completed and signed the 
Certificate of Origin. 19 C.F.R. 181.76(c). 


2.2.6 Negative determinations resulting from differing tariff classifications 
or values 


A negative determination resulting from differing tariff classifications or values 
will not apply to importations made before the effective dates of the negative 
determination if, prior to notification of the determination, the customs 
administration of the country from which the good was exported either issued an 
advance ruling under Article 509 of the Agreement or any other binding ruling 
on the tariff classification or value of such materials, or gave consistent treatment 
to the entry of the materials under the tariff classification or value at issue. 

19 CFR: 181-76). (See 19 G{F.R. 181. 76(d) for definitions of “ruling” and 
"consistent treatment.") The exporter, producer or importer must bring the 
existence of such a ruling or consistent treatment to the attention of the 

U.S. Customs Service within 30 days of receipt of the negative determination. 


The effective date of negative determinations resulting from differing tariff 
classifications or values will be delayed for a period not exceeding 90 days if 
either the U.S. importer or the person who completed and signed the Certificate 
of Origin demonstrates to U.S. Customs satisfaction that it relied in good faith to 
its detriment on the tariff classification or value applied to such materials by the 
customs administration from whose territory the good was exported. 

19 C.F.R. 181.76(e). 


The period of any extension granted will only extend to such period during which 
the importer or the person who prepared the Certificate of Origin actually relied 
to his/her detriment on the tariff classification or value applied to such materials 
by the customs administration from whose territory the good was exported. 

Thus, for example, if an importer can demonstrate that there were three 
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shipments already in route to the United States when he/she received the negative 
origin determination, and those three shipments arrived within the 45 days after 
the effective date of the negative origin determination, U.S. Customs would be 
justified in granting an extension of 45 days. Likewise, the existence of 
outstanding contracts for the goods, which cannot be modified, may be reason to 
grant an extension. 


3. References 


Customs Directive 099 3810-011, “Origin Verifications Under the North American Free 
Trade Agreement (NAFTA)," dated August 31, 1994. 


4. Additional information 


@ Articles 505 and 506 
@ 19 C.F.R. 181, Subparts C, G 


—_eooooo—":—or ee ee EEE 
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1. Introduction 


The North American Free Trade Agreement (NAFTA) intends for each Party to provide 
substantially the same rights of review and appeal concerning NAFTA determinations as it 
provides to importers in its territory. Review and appeal rights are provided for under 
Articles 510, 1804, and 1805 of the NAFTA. U.S. Customs has included in its interim 
regulations guidance on how to proceed through the review and appeals process under 
Title 19, Code of Federal Regulations, Part 174 and Subparts G, I, and J, of Part 181. 


Importers of record in the United States, exporters and producers in Canada and Mexico, or 
their authorized agent(s), may request and U.S. Customs shall grant substantially the same 
rights of review and appeal of determinations of origin and advance rulings as it provides to 
importers in the United States. This right is available to any person: 


@ who completes and signs a NAFTA Certificate of Origin for a good that has been the 
subject of a determination of origin; 

@ whose good has been the subject of a country of origin marking determination pursuant to 
Article 311 (Country of Origin Marking) under NAFTA; or 

@ who has received an advance ruling pursuant to Article 509(1) under NAFTA. 


2. Procedures 


Importers in the United States, and exporters and producers in Canada and Mexico who have 
completed a Certificate of Origin, may obtain administrative review of NAFTA origin 
determinations by filing protests under 19 U.S.C. 1514. These protests shall be filed in 
accordance with 19 C.F.R. 174.12, within 90 calendar days after, not before, the date of 
liquidation of the entry. It is the responsibility of exporters and producers in Canada and 
Mexico to ascertain the date of liquidation from the U.S. importer, the importer’s customs 
broker or by checking the bulletin notice of liquidation. 


Protests shall be prepared in English on Customs Form 19 or a letter clearly labeled 
"Protest" and setting forth the same information as required on the Form. Protests shall be 
filed with the District Director of U.S. Customs for the port of entry where the goods were 
entered. A protesting party may file one protest for multiple entries filed in the same district 
if all the entries involve the same merchandise and the protest involves a decision common to 
all the entries. 
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Any person whose protest has been denied, in whole or in part, may contest the denial by 
filing a civil action in the Court of International Trade within 180 days after the date of 
mailing of the notice of denial. 


Review and appeal of adverse marking decisions are provided for in 19 U.S.C. 1514, and 

19 C.F.R. part 174 and 181.111 through 181.116. Notification of an adverse marking 
decision is generally given to an importer in the form of a Customs Form 4647 (Notice to 
Mark and/or Notice to Redeliver) and/or by assessing marking duties on improperly marked 
merchandise. The exporter or producer of the merchandise which is the subject of an 
adverse marking decision may request a statement concerning the basis for the decision by 
filing a typewritten request, in English, with the District Director who issued the decision. 
The request should be on letterhead paper in the form of a letter and be clearly designated as 
a "Request for Basis of Adverse Marking Decision". The following information is required: 


@ The name and address of the exporter or producer of the merchandise and the name and 
address of any authorized agent filing the request on behalf of such principal; 

e@ A statement that the inquirer is the exporter or producer of the merchandise that was the 
subject of the adverse marking decision; 

@ Exporter/producer/authorized agent identification number; 

@ The number and date of each entry involved in the request; 

@ A specific description of the merchandise which is the subject of the adverse marking 
decision; and 

@ A complete statement of all relevant facts relating to the adverse marking decision and the 
transaction to which it relates, including the date of the decision. 


The District Director will issue a written response to the requestor within 30 days of receipt 
of a request. The response shall include the following: 


@ A statement concerning the basis for the adverse marking decision; 

@ A copy of the relevant Customs Form 4647 (Notice to Mark and/or Notice to Redeliver), 
if one was issued to the importer and is available. If the basis for the adverse marking 
decision is indicated on the Customs Form 4647, no statement under paragraph (1) above 
is required; 

@ A statement as to whether the importer has filed a protest regarding the adverse marking 
decision and, if so, where the protest was filed and the protest number; and 

e A statement concerning the exporter’s or producer’s right to either intervene in the 
importer’s protest as provided in Title 19, Section 181.115, C.F.R. or file a petition as 
provided in Title:19, Section 1$1,116;C FR; 
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An exporter or producer of merchandise does not have an independent right to protest an 
adverse marking decision. However, they may have the ability to intervene on behalf of the 
importer. Title 19, Section 181.115, C.F.R., provides the form and filing instructions for 
intervening. Exporters and producers may file a petition for reconsideration of an adverse 
marking decision after the importer’s time to protest the adverse marking decision has 
expired. 


Where any marking issue is pending before the United States Court of International Trade, 
The United States Court of Appeals for the Federal Circuit, or any court of appeal 
therefrom, no decision on a petition will be issued. Litigation before any other court will not 
preclude the issuance of a decision on a petition. Any person whose petition has been 
denied, in whole or in part, may contest the denial by filing a civil action in the 

United States Court Of International Trade within 30 days after the date of mailing of the 
notice of denial. 


3. References 

Customs Directive 099 3810-009, "Administrative and Judicial Review of Origin 
Determinations Under the North American Free Trade Agreement (NAFTA)," dated 
July 12, 1994. 


Customs Directive 099 3810-010, "Issuance of Origin Determinations Under the 
North American Free Trade Agreement (NAFTA)," dated July 27, 1994. 


4. Additional information 


@ Articles 510, 1804, and 1805 
@ 19 C.F.R. 174 
@ 19 CE Re1Sh Subparts.G aia) 
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1. Introduction 


ial Drawback 


The term "drawback" refers to a refund of 99 percent of the duties or taxes which are 
collected on imported merchandise because certain legal or regulatory requirements have 
been met. To qualify for drawback, an importation of merchandise and subsequent 
exportation or destruction of merchandise must occur. The purpose of the Drawback 
Program is to assist American importers, manufacturers and exporters to compete in 
international markets by allowing them to obtain refunds of duties paid on imported 
merchandise. 


There are three primary types of drawback including Manufacturing Drawback, Same 
Condition Drawback and Rejected Merchandise Drawback. 


@ Manufacturing Drawback (19 U.S.C. 1313(a) and 1313(b)) is a refund of duties 
paid on imported merchandise that is used in the manufacture of articles that are either 
exported or destroyed. 

@ Same Condition Drawback (19 U.S.C. 1313()(1) and 1313()(2)) is a refund of 
duties paid on imported merchandise that is exported or destroyed in the same 
condition as when imported, and was never used in the United States. 

@ Rejected Merchandise Drawback (19 U.S.C. 1313(c)) is a refund of duties paid on 
imported merchandise that is exported because it did not conform to sample or 
specifications, or was shipped without the consent of the consignee. 


For non-NAFTA merchandise, Same Condition Drawback has been replaced by Unused 
Merchandise Drawback. This new type of drawback is similar to Same Condition 
Drawback except the merchandise need not be in the same condition when exported or 
destroyed as when imported. Instead, it is only required that it be unused in the 
United States. 
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1.1.1 Drawback under NAFTA 


Direct Identification Same Condition Drawback - 19 U.S.C. 1313()(1) 
and Rejected Merchandise Drawback - 19 U.S.C. 1313(c) 


Under the Agreement, goods exported to Canada or Mexico that qualify 
for either 19 U.S.C. 1313q)(1) or 1313(c) will be eligible for full 
drawback benefits. 


Substitution Same Condition Drawback - 19 U.S.C. 1313(@)(2) 

Under the Agreement, drawback will no longer be paid on claims filed 
under 19 U.S.C.1313()(2) on goods exported to Canada or Mexico on or 
after January 1, 1994. 


Manufacturing Drawback (Direct Identification and Substitution) - 
19 U.S.C. 1313(a) &(b) 


For goods exported to Canada on or after January 1, 1996, or to Mexico 
on or after January 1, 2001, drawback may be paid up to the lesser 
amount of duties paid on the goods either when they enter the 

United States, or when it enters Canada or Mexico. 


1.2. Duty deferral programs 
Foreign trade zones 
Foreign trade zones (FTZ’s) are secured areas legally outside a nation’s customs 


territory. Foreign and domestic merchandise that is permitted in an FTZ may be 
either stored or manufactured, or undergo a number of other processes such as 
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assembly, repacking, sorting, and cleaning without being subject to U.S. duty or 
excise tax. FTZ’s are intended to attract and promote international trade and 
commerce. 


Bonded warehouses 


A Customs bonded warehouse is a building or other secured area in which 
dutiable goods may be stored, manipulated, or may undergo manufacturing 
operations without payment of duty. 


Temporary importation under bond 


Temporary importation under bond (TIB) is a procedure involving the entry of 
merchandise into the Customs territory temporarily free of duty by posting a 
bond. In the bond, the importer agrees to export or destroy the merchandise 
within a specified time. 


1.2.1 Duty deferral programs under NAFTA 


For goods exported to Canada on or after January 1, 1996 or to Mexico on or 
after January 1, 2001, the following policies will apply: 


Foreign trade zones 


Goods that are manufactured or changed in foreign trade zones (FTZ’s) 
and then exported to Canada or Mexico, the duty assessed must be paid 
no later than 60 days after the date of exportation. If the goods are 
nonprivileged status, duty is assessed on the good in its condition, 
quantity, and weight at its time of exportation from the FTZ to Canada or 
Mexico. If the goods are privileged status, duty is assessed on the good 
in its condition, quantity and weight at the time of admission to the FTZ. 
However, upon presentation of proof of exportation and satisfactory 
evidence of the amount of duties paid to Canada or Mexico on the 
exported good, the duty shall be waived or reduced in the amount that 
does not exceed the lesser of either the total amount of duties payable to 
the United States, or the total amount of duties paid to Canada or Mexico. 
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Bonded warehouses 


When a good is either manufactured or manipulated in a bonded 
warehouse and then withdrawn for exportation to Canada or Mexico, duty 
will be assessed on that good in its condition and quantity at the time of 
withdrawal. The duty will be paid no later than 60 days after the date of 
exportation. However, upon the presentation of proof of exportation and 
satisfactory evidence of the amount of duties paid to Canada or Mexico on 
the exported good, the duty shall be waived or reduced in an amount that 
does not exceed the lesser of either the total amount of duties payable to 
the United States, or the total amount of duties paid to Canada or Mexico. 


r of the two duties. 
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Temporary Importation Under Bond 


Where a good, regardless of its origin, was imported temporarily free of 
duty under a Temporary Importation Under Bond (TIB) and is 
subsequently exported to Canada or Mexico, duty shall be assessed on the 
good on the basis of its condition at the time of importation into the U.S.. 
Such duty will be paid no later than 60 days after the date of exportation. 
However, upon the presentation of proof of exportation and satisfactory 
evidence of the amount of duties paid to Canada or Mexico on the 
exported good, the duty shall be waived or reduced in the amount that 
does not exceed the lesser of either the total amount of duties payable to 
the United States, or the total amount of duties paid to Canada or Mexico. 


2. Procedures 


Pea | Drawback 


In order to administer the drawback provisions of NAFTA, claimants are required to 
submit some additional documentation to Customs. New documentation required includes 
the following: 


e@ Proof of the amount of duties paid on importation such as a copy of the Canadian or 
Mexican entry document showing amount of duties paid, and/or a certification from 
the Canadian or Mexican importer as to the amount of duties paid. 

e An affidavit of the claimant stating that: no other drawback claim has been made on 
the designated goods; that the claimant has not provided a Certificate of Origin for the 
exported goods to another party; and that the claimant will notify Customs if they 
subsequently provide a Certificate of Origin to any person. 
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2.2 Duty deferral programs 
In order to administer the drawback provisions of NAFTA, claimants must submit 


additional documentation with their claims to Customs. The person who exports goods 
must show evidence of duties paid or owed to Canada or Mexico. 


3. References 


Customs Directive 0993740-008, "Procedures for Obtaining a Fungibility Drawback," dated 
April 1, 1993. 


Customs Directive 0993740-007, "Exporter’s Summary Procedures for Manufacturing and 
Same Condition Drawback," dated April 21, 1992. 


Customs Directive 0993740-005, "Request for Records of Importation - Drawback," dated 
December 13, 1983. 


Customs Directive 0993740-004, "Accelerated Payment Authorizations for Manufacturing 
and Same Condition Drawback," dated February 19, 1991. 


Customs Directive 0993740-003, "Customs Form 331, Manufacturing Drawback Entry 
and/or Certificate," dated January 14, 86. 


Customs Directive 0993740-002, "Revised Customs Form 7539, For "C" and "J" Drawback 
Claims," dated June 28, 1984. 


Customs Directive 0993740-001, "Audit Verification and Liquidation of Drawback Claims 
and Recovery of Overpayments," dated May 30, 1984. 


4. Additional information 


@ Article 303 
© 19 GCF.R: 131) Subpare& 


eee eee eee 
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1. Introduction 


Chapter 98, Subchapter XII, Harmonized Tariff Schedule of the United States (HTSUS) 
provides for the duty free entry of articles brought into the United States temporarily and not 
imported for sale or for sale on approval. These goods may be admitted into the U.S. 
without the payment of duty, under bond, but must be exported within one year from the 
date of importation. This time period may be extended not to exceed three years. 


2. Procedures 


Under NAFTA, certain classes of goods originating in Canada or Mexico may be entered 
without the posting of a bond or other security. 


Zel Classes of goods 


NAFTA Article 305 grants duty-free temporary admission to four classes of goods, 
regardless of their origin and regardless of whether like, directly competitive or 
substitutable goods are available in the United States. These goods must be imported into 
the U.S. from Canada or Mexico. 


@ Professional equipment necessary to carry out the business activity, trade or 
profession of a business person who qualifies for temporary entry pursuant to 
Chapter Sixteen (Temporary Entry for Business Persons) (HTS 9813.0050) 

@ Equipment for the press or for sound or television broadcasting and cinematographic 
equipment (HTS 9813.0050) 

@ Goods imported for sports purposes and goods intended for display or demonstration 
(HTS I 

@ Commercial samples and advertising films (HTS 9813.00.20 and 9813.00.25) 


2.2 Conditions for temporary admissions 


Professional equipment, equipment for the press, sports articles and articles intended 
for display or demonstration (classes 1 - 3) must: 


@ be imported by a national or resident of Canada or Mexico; 


@ be used solely by or under the personal supervision of such person in the exercise of 
the business activity, trade or profession of that person; 
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@ not be sold or leased while in its territory; 
@ be accompanied by a bond, if required; 
@ be capable of identification when exported; 


@ be exported on the departure of that person or within such other period of time as is 
reasonable related to the purpose of the temporary admission; and 


@ be imported in no greater quantity than is reasonable for its intended use. 
Commercial samples and advertising films (class 4) must: 
® be imported solely for the solicitation of orders for foreign goods; 


® not be sold or leased or put to any use other than exhibition or demonstration while in 
its territory; 


@ be capable of identification when exported; 


@ be exported within such period as is reasonably related to the purpose of the 
temporary admission; and 


@ be imported in no greater quantity than is reasonable for its intended use. 
(Note: See Chapter 11 - commercial samples of negligible value) 
2.3. Bonding Requirements 


For classes of goods 1 - 3: professional equipment, equipment for the press, sports 
articles and articles intended for display or demonstration if brought into the U.S. by a 
resident of Canada or Mexico and entered under Chapter 98 (HTSUS), Subchapter XII, 
no bond or other security shall be required if the entered article is a good originating in 
Canada or Mexico within the meaning of General Note 12, HTSUS. 


Non-originating goods require a bond in an amount no greater than 110 percent of the 
charges that would be owed if the goods were entered for consumption, or another form 
of security. 


eS 
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ATA carnet 


The United States allows ATA carnets to be used for the temporary admission of 
professional equipment, commercial samples, and advertising material. A carnet may be 
filed in lieu of a bond on Customs Form 301. When articles are entered under an 

ATA carnet, the importation voucher of the carnet shall serve as the entry. 


pares) 
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Documentation 
2.5.1 Importation 


Entry of articles under Chapter 98, Subchapter XVII of the HTSUS shall be 
made on Customs Form (CF) 3461 or CF 7533. An entry summary, CF 7501, 
shall be filed within 10 days after time of entry. If a CF 7501 is filed at time of 
entry, this shall serve as both the entry and entry summary, and a CF 3461 or 
7533 shall not be required. 


In addition to the data usually shown on a regular consumption entry summary 
each temporary importation bond entry summary shall include: 


@ HTSUS subheading number under which entry is claimed; 

e statement of use to be made of the articles in sufficient detail to enable the 
District Director to determine whether they are entitled to entry as claimed; 

e declaration that the articles are not be put to any other use and that they 
are not imported for sale or sale on approval. 


The invoice should include: 


e description of each article in detail; 
e value of each article; 
e any marks, numbers, or other distinguishing features of the product. 


2.5.2 Exportation 


Articles entered under a temporary admission may be exported at the U.S. port 
of entry or at another port, within the designated time frame. An application on 
CF 3495 shall be filed in duplicate with the District Director of Customs in 
advance of exportation to allow for the examination of the goods if the 
circumstances warrant. 


If a carnet was used for entry purposes, the reexportation voucher of the carnet 


shall be filed, in addition to the CF3495, and the carnet shall be presented for 
certification. 


U.S. Customs Procedures 


9-4 


2.6 Customs duties 


Customs duties and any other charges that would be owed on entry or final importation 
shall be assessed on a good if the conditions and requirements for temporary duty-free 
admissions are not fulfilled. 


2.7 Relief from liability 
Relief from liability under bond may be obtained in any case in which the articles are 


destroyed under Customs supervision, in lieu of exportation, within the original bond 
period. 


3. References 


December 30, 1993 Federal Register. 


Harmonized Tariff Schedule of the United States, Subchapter XIII, U.S. Notes. 
IMPORTING INTO THE UNITED STATES, Customs Publication 504, dated March 1993. 


4. Additional information 


@ Article 305 
© 19° C.EeRe1Osleli4 2 
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1. Introduction 


This chapter outlines the procedures and documentation necessary to enter a good into the 
United States from either Canada or Mexico, after the good was originally exported from the 
U.S. and then repaired or altered in either Canada or Mexico. This chapter also includes a 
special provision for vessels undergoing repairs or alterations in Canada or Mexico. 


According to Article 307 of the North American Free Trade Agreement, as set out in 
Annex 307.1, no NAFTA country may assess a customs duty to a good, regardless of its 
origin, that re-enters its territory after that good has been exported from its territory to the 
territory of another NAFTA country for repair or alteration, regardless of whether such 
repair or alteration could be performed in its territory. 


2. Procedures 


2.1. —_— Definition of repairs or alterations 


A repair or alteration is defined as a restoration, addition, renovation, redyeing, cleaning, 
resterilizing, or other treatment which does not destroy the essential characteristics of, or 
create a new or commercially different good from, the good exported from the 

United States. Refer to the following example of an operation that is more than a repair 
or alteration: 


pe of an alteration because hey are manufacturing 
( ent products with distinct new 
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Furthermore, a good that is exported from the U.S. that is incomplete for its intended use 
and sent to Canada or Mexico to undergo a processing operation that constitutes an 
operation that is performed as a matter of course in the preparation or manufacture of 
finished goods is not considered to have been repaired or altered. Refer to the following 
example to better understand this concept. 


IDp 2, Tariff schedule items 


An entry for consumption into the U.S. for merchandise returned to the U.S. after having 
been exported for repairs or alterations must be made utilizing one of the two following 
U.S. Harmonized Tariff Schedule (HTSUS) Chapter 98 items depending upon 
circumstances: 


@ 9802.00.40 Repairs or alterations made pursuant to a warranty 
@ 9802.00.50 Other (provides for repairs or alterations made for any other reason, 
other than pursuant to a warranty) 


In addition to reporting the Chapter 98 tariff item, on the U.S. Customs entry 
documentation (Customs Form 3461 and Customs Form 7501), the importer must also 
report the applicable tariff classification for the good itself, using Chapters 1-97 of the 
U.S. Harmonized Tariff Schedule (HTSUS). This alternate tariff classification will 
determine the proper duty rate for the imported merchandise which will be assessed on the 
cost of the repair or alteration. 


2.3 Value 


In addition to the tariff numbers, the importer must report on the same Customs forms, 
the value of repairs, alterations, processing or other change in condition made outside the 
U.S. which reflects the full cost to the importer of such change; or if no change is made, 
the full value of such change, as set out in the invoice and other entry papers. If the 
U.S. Customs officer concludes that the amount so set out does not represent a reasonable 
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cost or value, then the value of the change shall be determined in accordance with 
section 402 of the Tariff Act of 1930. The duty, if any, to be paid by the importer will 
then be calculated by applying the duty rate as determined in the previous paragraph, 
against this reported value of the repair or alteration. 


The cost or value of the repairs or alterations performed outside the U.S., which is to be 
shown on the invoice and entry papers, is limited to the cost or value of repairs or 
alterations actually performed abroad. This reported value should include all domestic 
and foreign articles furnished for the repairs or alterations but is not to include any of the 
expenses incurred in the U.S. whether by way of engineering costs, preparation of plans 
or specifications, furnishing of tools or equipment for doing the repairs or alterations 
abroad, otherwise. 


If the good, as returned to the U.S., is subject to a specific or compound rate of duty, 
such rate shall be converted to the ad valorem rate, which when applied to the full value 
of the good determined, in accordance to section 402 of the Tariff Act of 1930, would 
equal the same amount of duties as the specific or compound rate. In order to calculate 
the duties due, the ad valorem rate so obtained shall be applied to the value of the change 
in condition made outside the U.S. 


pa Declaration 


At the time of entry, the following declarations must to be filed in connection with the 
entry of articles which are returned after having been exported for repairs or alterations 
and which are claimed to be subject to duty only on the value of the repairs or alterations 
performed abroad under HTSUS 9802.0040 or 9802.0050. 


A declaration from the person who performed such repairs or alterations, in substantially 
the form: 


if , declare that the articles herein specified are the articles which, in the 
condition in which they were exported from the United States, were received by me(us) 
on lO eee OMl (name and address of owner or 


exporter in the United States); that they were received by me(us) for the sole purpose 
of being repaired or altered; that only the repairs or alterations described below were 
performed by me(us); that the full cost or (when no charge is made) value of such 
repairs or alterations are correctly stated below; and that no substitution whatever has 
been made to replace any of the articles originally received by me(us) from the owner 
or exporter thereof mentioned above. 
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Full cost or (when 
Description of no charge is made) | Total value of 
Marks and articles and of value of repairs or | articles after 


numbers repairs or altertions see repairs or 
alterations Subchapter IT, alterations 
Chapter 98, 
HTSUS) 


(Date) (Signature) 


(Address) (Capacity) 


A declaration by the owner, importer, consignee, or agent having knowledge of the 
pertinent facts in substantially the following form: 


if , declare that the (above)(attached) declaration by the person who 
performed the repairs or alterations abroad is true and correct to the best of my 
knowledge and belief; that the articles were not manufactured or produced in the U.S. 
under subheading 9813.00.05’, HTSUS; that such articles were exported from the U.S. 
for repairs or alterations and without benefit of drawback from (port) on 

, 19__; and that the articles entered in their repaired or altered condition are the 
same articles that were exported on the above date and that are identified in the 
(above)(attached) declaration. 


(Date) (Signature) 


(Address) (Capacity) 
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Ze Additional information 


The U.S. Customs District Director at the U.S. port of entry of the imported goods may 
ask for additional information such as actual proof of exportation of the goods from the 
U.S. Examples of this type of proof would be: a foreign customs entry, foreign customs 
invoice, foreign landing certificate, bill of lading or an airway bill. If however, the 
District Director is satisfied that the goods meet all the conditions of this type of entry, 
for reasons such as the nature of the article or production of other evidence, then he/she 
may waive the submission of the declarations noted above. 


2.6 Importation of goods and vessels repaired or altered in Canada 
2.6.1 Goods 
Repairs or alterations performed under warranty 


When a good is exported from the U.S. to Canada for a repair or 
alteration under warranty and then subsequently imported back into the 
U.S., according to Annex 307.1 of NAFTA, the importer will enter the 
good into the U.S., free of duty regardless of the origin of the good. A 
NAFTA Certificate of Origin will not be required with the entry 
documentation. The value of the repair or warranty, however, must still 
be reported. 


Repairs or alterations NOT performed under warranty 


When a good is exported from the U.S. to Canada for a repair or 
alteration that is not performed under warranty and subsequently imported 
back into the U.S., according to Annex 307.1 of NAFTA, the importer 
must enter the good into the U.S. applying the pertinent NAFTA rate of 
duty for Canada, based on the full cost or value of the repair or alteration. 


2.6.2 Vessels 


With regard to vessels repaired or altered in Canada, the importer must enter the 
vessel into the U.S., applying the pertinent NAFTA rate of duty for Canada, 
based, also, on the full cost or value of the repair or alteration. Section D-List 
of Goods in Annex 307.1 of NAFTA defines which vessels are covered by 
Article 307. This definition and list are as follows: 
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Definition 


Any vessel, including the goods, documented by a NAFTA country under 
its law to engage in foreign or coastwise trade, or a vessel intended to be 
employed in such trade: 


@ cruise ships, excursion boats, ferry boats, cargo ships, barges and 

similar vessels for the transport of persons or goods, including: 

e tankers, 

e refrigerated vessels, other than tankers, 

¢ other vessels for the transport of goods and other vessels for the 
transport of both persons and goods, including open vessels; 

@ fishing vessels, including factory ships and other vessels for processing 
or preserving fishery products of a registered length not exceeding 
303m: 

@ light vessels, fire floats, dredgers, floating cranes, and other vessels the 
navigability of which is subsidiary to their main function, floating 
docks, floating or submersible drilling or production platforms; and 
drilling ships, drilling barges and floating drilling rigs; 

® tugboats. 


Deposit of Duties 


The District Director shall require at the time of entry, a deposit of the 
estimated duties based upon the full cost or value of the repairs or 
alterations for goods returned from Canada after having been repaired or 
altered other than pursuant to a warranty. 


2.7 Importation of goods and vessels repaired or altered in Mexico 
2.7.1 Goods 


When a good is exported from the U.S. to Mexico for a repair or alteration and 
then subsequently imported back into the U.S., the importer will enter the good 
into the U.S., applying a free rate of duty, regardless of the origin of the good. 
No distinction is made for duty purposes on whether the repair or alteration was 
performed under warranty or not. A NAFTA Certificate of Origin will not be 
required with the entry documentation. 


_— eee SSS 
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2.7.2 Vessels 


When a vessel, as defined in Section D-List of Goods in Annex 307.1, is 
exported to Mexico for repair or alteration and then returned back to the U.S., 
the importer will enter the vessel, regardless of its origin, applying a rate of duty 
of 50 percent which is to be reduced in five equal annual stages beginning on 
January 1, 1994. 


Any vessel, including the goods, documented by a NAFTA country under its law 
to engage in foreign or coastwise trade, or a vessel intended to be employed in 
such trade: 


% cruise ships, excursion boats, ferry boats, cargo ships, barges and similar 

vessels for the transport of persons or goods, including: 

e tankers, 

e refrigerated vessels, other than tankers, 

¢ other vessels for the transport of goods and other vessels for the 
transport of both persons and goods, including open vessels; 

e fishing vessels, including factory ships and other vessels for processing or 
preserving fishery products of a registered length not exceeding 30.5m; 

e light vessels, fire floats, dredgers, floating cranes, and other vessels the 
navigability of which is subsidiary to their main function, floating docks, 
floating or submersible drilling or production platforms; and drilling ships, 
drilling barges and floating drilling rigs; 

e tugboats. 


2.8 Importation of goods from Canada or Mexico for repair in the 
US. 


When a good is exported from either Canada or Mexico for importation into the U.S. for 
repair or alteration, the importer will be required to file a temporary importation entry, 
utilizing HTSUS tariff item 9813.00.0540. The procedures and documentation required to 
the file a temporary importation entry are addressed in Chapter 8 of this manual, under 
"Drawback and Duty Deferral". A temporary importation entry is one of the duty 
deferral programs in existence. The importer will apply a free rate of duty on the good 
exported from Canada or Mexico, regardless of its origin. A NAFTA Certificate of 
Origin is not required. 
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3. References 


Public Law 103-182, December 8, 1993. 

Harmonized Tariff Schedule of the United States 1994, Chapter 98, Subchapter II. 
Treasury Decision 94-47, May 25, 1994. 

Tariff Act of 1930, as amended, Section 402. 

4. Additional information 

@ Article 307 


19° CLE Re fS1264 
19°C TORS T0ss 


1. 9813.00.05 HTSUS provides for articles to be repaired, altered or processed in the 
United States (including processes which result in articles manufactured or produced in 
the United States). 


a 
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1. Introduction 


The purpose of this chapter is to provide information on the specific aspects of NAFTA that 
have a bearing on the decision of origin determination. It will deal with the application of 
the rule of de minimis as it pertains to NAFTA origin determinations: tracing lists for 
automotive origin determination; confidentiality; commercial samples; record keeping; and 
printed advertising material. 


2. Procedures 


Pag | De minimis (Article 405) 
2.1.1 Non-originating materials that do not undergo a required tariff change 


A good shall be considered to originate in the territory of a NAFTA country 

where the value of all non-originating materials that are used in the production of 

the good and that do not undergo an applicable change in tariff classification as a 

result of production occurring entirely in the territory of one or more of the 

NAFTA countries is not more than seven (7%) percent of: 

e the transaction value of the good adjusted to the F.O.B. basis, or 

e the total cost of the good, where there is no transaction value or the 
transaction value of the good is unacceptable, provided that: 

e if, under the rule in which the applicable change in tariff classification 
is specified, the good is also subject to regional value content 
requirement, the value of those non-originating materials shall be taken 
into account in calculating the regional value content of the good in 
accordance with the method set out for that good, and, 

e the good satisfies all other applicable requirements. 

Exception: a good provided for in heading 2402, the percentage shall be nine 
(9%) percent instead of seven (7%) percent. 
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2.1.2 Rule for regional value content requirement 


A good that is subject to a regional value content requirement shall be considered 
to originate in the territory of a NAFTA country and shall not be required to 
satisfy that requirement where: 
e the value of all non-originating materials used in the production of the good 
is not more than seven (7%) percent of: 
e the transaction value of the good, adjusted to the F.O.B. basis, or 
e the total cost of the good, where there is no transaction value for the 
good; and 
e the good satisfies all other applicable requirements. 


2.1.3 Rule of textile articles 


A good provided for in Chapters 50 to 63 that does not originate in the territory 

of a NAFTA country because certain fibers or yarns that are used in the 

production of the component of the good that determines that the tariff 

classification of the good does not undergo an applicable change in tariff 

classification as a result of production occurring entirely in the territory of one or 

more of the NAFTA countries, shall be considered to originate in the territory of 

a NAFTA country if: 

e the total weight of all those fibers or yarns not more than seven (7%) 
percent of the total weight of that component, and 

e the good satisfies all other applicable requirements. 


The component of the good that determines the classification of that good shall 
be identified with Rule 3(b), Rule 3(c), and Rule 4 of the General Rules for 
Interpretation of the Harmonized System. Where the component of the good that 
determines the tariff classification of the good is a blend of two or more yarns or 
fibers, all yarns and fibers used in the production of the component shall be 
taken into account in determining the weight of the fibers and yarns in that 
component. 


Confidentiality (Article 507) 
2.2.1 Maintenance of confidentiality 


The Customs officer who has possession of the confidential business information 
collected pursuant to Chapter Five, Article 507, of the NAFTA agreement, and 
19 C.F.R. 103.12(d) shall maintain its confidentiality and protect it from any 
disclosure that could prejudice the competitive position of the persons providing 
the information. 19 C.F.R. 181.121. 
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2.2.2 Disclosure to government authorities 


Confidential business information collected pursuant to Chapter Five, Article 507 
of the NAFTA agreement, may be disclosed to governmental authorities in the 
United States responsible for the administration and enforcement of 
determinations of origin and of customs and revenue matters. This disclosure is 
pursuant to the Trade Secrets Act, 18 U.S.C. 1905, and the Paperwork 
ReductiomAct 44 U:S;C2 3501-3520) 19 CER, 103..12(d), 181.122; 


Record keeping (Article 505) 
2.3.1 Export 


An exporter or producer in the United States who completes and signs a 
Certificate of Origin shall maintain in the United States, for five years after the 
date which the Certificate was signed, all records relating to the origin of a good 
for which preferential tariff treatment may be claimed in Canada and Mexico 
including the records associated with: 

® the purchase of, cost of, value of, and payment for, the good that is 
exported from the United States; 

e the purchase of, cost of, value of, and payment for, all materials, including 
indirect materials, used in the production of the good that is exported from 
the United States; and 

e the production of the good in the form in which the good is exported from 
the United States. 


Such records shall be maintained in accordance with the Generally Accepted 
Accounting Principles applied in the United States and may be maintained in hard 
copy form, on microfilm or microfiche or in automated record storage devices if 
associated computer programs are available to facilitate retrieval of the data in a 
usable’ form: 19° @F-Ry 181.12. 


2.3.2 Imports 


Each importer claiming preferential tariff treatment for a good imported into the 
United States shall maintain in the United States, for five years after the date of 
importation of the good, all documentation relating to the importation of the 
good. Such documentation shall include a copy of the Certificate of Origin and 
other relevant documents such as statements, declarations, books, papers, 
correspondence, accounts, technical data, automated record storage devices, 
computer programs necessary to retrieve the information in an usable form. 

LO CR Rs 31222: 
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2.3.3 Drawback 


All records required to be kept by the exporter, importer, manufacturer or 
producer under 19 C.F.R. 181 with respect to manufacturing drawback claims, 
and all records kept by others which compliment the records of the importer, 
exporter, manufacturer or producer shall be retained for at least three years after 
payment of such claims. 19 C.F.R. 181.49. 


2.4 Samples (Article 306) 


Commercial samples of negligible value imported from Canada or Mexico may qualify for 
duty free entry. "Commercial samples of negligible value" means commercial samples 
which have a value, individually or in the aggregate as shipped, of not more than US$1, 
or the equivalent amount in the currency of Canada or Mexico, or which are so marked, 
torn, perforated, or otherwise treated that they are unsuitable for sale or for use except as 
commercial samples. . 


Commercial samples of negligible value imported from Canada or Mexico will qualify for 
duty-free entry only if: 


@ the samples are imported solely for the purpose of soliciting orders for foreign goods; 

@ valued over US$1, the samples are properly marked, torn, perforated or otherwise 
treated prior to arrival in the United States so that they are unsuitable for sale or for 
use except as commercial samples; and 

@ in the case of textiles and textile products valued over US$1, the samples meet the 
additional requirements set forth in paragraph a (2) below. 

e Textile commercial samples of negligible value from Canada or Mexico which 
qualify for duty free entry are not subject to visa requirements or quota restraint 
levels. However, textile commercial samples valued over US$1 shall qualify for 
such duty free treatment only if additional requirements are set forth in 
paragraph (1) and (2) of this section are met. 


(1) Statement on invoice or mail declaration - The invoice, or the mail declaration in 
the case of a mail shipment, accompanying imported textile commercial samples shall 
contain the statement "MUTILATED SAMPLES-9811.00.60". If the invoice or mail 
declaration does not contain the required statement, or if the merchandise has not been 
properly marked, torn, perforated or otherwise treated prior to importation so as to be 
unsuitable for sale or for use other than a sample as provided for duty free entry 
under subheading 9811.00.60., and if the samples are not goods originating in Canada 
or Mexico shall be denied entry unless a proper visa, visa waiver or exempt 
certification is presented. 
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(2) Standards for mutilation of textile samples - Compliance with the mutilation 
standards set for in this paragraph shall be considered sufficient to qualify the 
imported samples for duty-free entry. Variances from the specific mutilation 
standards may be allowed at the discretion of the appropriate Customs officer at the 
port of entry only if the variance from the mutilation standard renders the article 
unsuitable for sale or for use except as a commercial sample. For the purpose of this 
paragraph, an "indelible marking" is one that is incapable of being erased or 
obliterated. 
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Wearing apparel 


Cutting or tearing. A section may be cut or torn form the main body of the 
garment. This cut shall be visible on the outside of the garment and may not be 
on a seam or border. The cut or tear shall be a minimum of 2 inches in length, 
unless a shorter cut or tear is required by the size of the garment. 


Marking. The garment may be marked with the word "Sample" in indelible ink 
or paint. The size of the word "Sample" shall be at least one inch in height 
unless a smaller mark is required by the size of the garment. The word 
"Sample" shall be placed on a prominent area of the garment which will be 
visible when worn and shall be in contrasting color to the garment. 


Punching or cutting. A hole or section, measuring at least 1 inch in diameter, 
may be punched or cut into the outside of the garment. The hole or section shall 
be punched or cut in a prominent area of the garment and in a location where it 
cannot be covered by a patch or emblem. 


Fabrics in continuous lengths or rolls 


Fabric not over 2 yards in length. Fabric not exceeding 2 yards in length may 
either be marked with the word "Sample" in indelible ink or paint on the face or 
front of the fabric and in contrasting color to the fabric or may be perforated 
with the word "Sample" at intervals of one-half yard for the entire length of the 
fabric. In either case, the word "Sample" shall be at least 1 inch in height and 
not less than 5 inches in length and shall be placed at a perpendicular angle 
across the fabric. 


Fabric over 2 yards in length. Fabric exceeding 2 yards in length, even if 
mutilated in accordance with the above standards, shall not be considered 
commercial samples eligible for duty free entry under the commercial samples 
section. 
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Fabric swatches 


@ Cutting. A section or hole, not less than 1 inch in diameter, may be cut in the 
main body of a fabric swatch. 


@ Marking. A fabric swatch may be marked with the word "Sample" in indelible 
ink or paint in contrasting color to the swatch. The word "Sample" shall be at 
least 1 inch in height and at least 2 inches in length. 


@ Mutilation not required. Fabric swatches 8 inches square or smaller need not 
be cut, marked or otherwise mutilated unless, in their condition as imported, they 
are suitable for use other than as a commercial sample. 


Footwear 


@ Drilling. A hole at least one quarter inch in diameter may be drilled in the sole 
of each article of footwear. 


@ Marking or labeling. Each article of footwear may either be marked with the 
word "Sample" in indelible ink or paint in contrasting color to the footwear or 
may have a permanently attached label which reads "Sample". The marking or 
label shall be placed on a readily visible part of the footwear. 


Other Articles 


For other textile articles, such as furnishings or luggage, a section or hole may be cut, 
punched or torn from the article or the word "Sample" may be marked on the article 
in indelible ink or paint in contrasting color to the article. The hole, cut or marking 
shall appear on the outer surface of the article in a location which is visible when the 
article is in use and shall be of sufficient size to ensure, to the satisfaction of the 
appropriate Customs officer, that the article is unsuitable for sale or for use except as 
a commercial sample. 19 C.F.R. 181.62. 


2S Tracing (Article 403) 


2.5.1 Light duty automotive goods 


"Traced material" means a material, produced outside the territories of the 
NAFTA countries, that is imported from outside the territories of the NAFTA 
countries and is, when imported of a tariff provision in Schedule IV, 

19 C.F.R. 181 (Appendix), (Article 403.1, NAFTA Agreement). 
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For the purpose of calculating the regional value content of light duty automotive 
goods under the net cost method, the value of the non-originating materials used 
by the producer in the production of the good shall be the sum of the values of 
the non-originating materials that are trace materials and incorporated into the 
good. 


The value of each traced material that is incorporated into a good shall be: 


e where a producer who imports the traced material from outside the 
territory of the NAFTA countries and has or takes title to the goods shall 
be the sum of: 

e the customs value of the traced material, 

¢ where not included in the customs value, any freight, insurance, packing 
and other costs that were incurred in transporting the traced material to 
the first place at which it was received in the territory of a NAFTA 
country, and where not included in that customs value 

e the duties and taxes paid or payable with respect to the material in the 
territory of one or more of the NAFTA countries, other than duties and 
taxes that are waived, refunded, refundable or otherwise recoverable, 
including credit against duty or tax paid or payable and 

¢ customs brokerage fees, including the cost of in-house customs 
brokerage services, incurred with respect to the material in the territory 
of one or more of the NAFTA countries. 


® where a producer who imports the traced material from outside the 

territory of the NAFTA countries but does not have or takes title to the 

good at the time of importation shall be the sum of: 

e the customs value of the traced material, 

¢ where not included in the customs value, any freight, insurance, packing 
and other costs that were incurred in transporting the traced material to 
the place at which it was when the producer takes title in the territory of 
a NAFTA country and 

¢ when not included in the customs value the costs identified in (a)(i11) 
and (iv). 
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e where a person other than the producer imports the traced material from 
outside the territories of the NAFTA countries and that person has or takes 
title to the material at the time of importation the producer must have a 
statement that is signed by the person from whom he acquired the traced 
material whether it is in the form as imported or incorporated into another 
material, and states: 

e the customs value of the traced material, 

¢ where not included in the customs value, any freight, insurance, packing 
and other costs that were incurred in transporting the traced material to 
the first place at which it was received in the territory of a NAFTA 
country and 

¢ when not included, the costs referred to in (a)(iil) and (iv) above. 


e where a person other than the producer imports the traced material from 
outside the territories of the NAFTA countries and that person does not 
have or take title to the material at the time of importation if the producer 
has a statement that is signed by the person from whom he acquired the 
traced material, whether in the form in which it was imported into the 
territory of a NAFTA country or incorporated into another material and 
States: 

e the customs value of the traced material, 

e where not included in that customs value, any freight, insurance, 
packing and other costs that were incurred in transporting the traced 
material to the place at which it was located when the first person in the 
territory of a NAFTA country takes title and 

¢ when not included, the costs referred to in (a)(iv) above. 


e where a person other than the producer imports the traced material from 

outside the territories of the NAFTA countries and the producer acquires 

the traced material or material that incorporates the traced materials from a 

person in the territory of a NAFTA country who has title to it if the 

producer has a statement that: 

¢ is signed by the person whom the producer acquired the material or the 
material that incorporates it and 

¢ states that the value of the traced material is determined in accordance 
with the transaction value with respect to a transaction that occurs after 
the customs value of the traced material was determined. 
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e where a person other than the producer imports the traced material from 
outside the territory of the NAFTA countries, and the producer acquires a 
material that incorporates that traced material and the acquired material 
was produced in the territory of the NAFTA country if the producer has a 
statement that: 

e is signed by the person from whom the producer acquired that material, 
and 

* states that the acquired material is an originating material but does not 
state any value with respect to the traced material, an amount equal to 
VM x (1-RVCR), where VM= the transaction value of the acquired 
material, and RVCR= the regional value content requirement for the 
acquired material is expressed as a decimal. 


e where a person other that the producer imports the traced material from 
outside the territories of the NAFTA countries and the producer does not 
have a statement the value of the traced material or the value of the 
material that incorporates the traced material is determined in accordance 
with the transaction value. 19 C.F.R. Pt 181, Part V, Section 9 


2.5.2 Heavy duty automotive goods 


Heavy duty automotive goods deal with vehicles for the transport of 16 or more 
persons. The materials subject to tracing are components and listed materials on 
Annex 403.2, that are used as an original equipment. For purposes of 
calculating the regional value content of a heavy duty automotive good, the value 
of the non-originating materials shall be: 


For each listed material that is a non-originating material and is a self produced 
material at the election of the producer: 


® the total cost that can be reasonably allocated to that listed material, or 


@ the sum of: 

¢ the customs value of each non-originating material imported by the 
producer of the listed material plus the following "adjustment" when not 
included in the customs value: The costs of freight, insurance and 
packing incurred in the transportation of the material to the location of 
producer, duties and taxes paid or payable in the territory, customs 
brokerage fees, in-house customs brokerage and clearance service costs, 
and the cost of waste or spoilage resulting from the usage of the 
material. 

e the transaction value of each non-originating material that is not 
imported by the producer of the listed material and is used in the 
production of the listed material 
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For each listed material that is non-originating, and this material is acquired and 
used in the production of the good in the territory of a NAFTA county, either: 


@ the transaction value of the material, or 


e if the producer has a written statement indicating the value of the non- 
originating materials, the value of such materials would be the sum of: 
e the customs value of each non-originating material imported by the 
producer of the listed material plus the corresponding "adjustment", or 
e the transaction value of each non-originating material that is not 
imported by the producer of the listed material. 


For each hsted material automotive component, assembly or sub-component that 
is imported from outside the territories of the NAFTA countries. 


e where it is imported by the producer, the customs value plus the 
corresponding "adjustments", and 


e where it is not imported by the producer, the transaction value. 


For each automotive component assembly, automotive component or automotive 
sub-component that is an originating material, and is acquired and used by the 
producer in the production of the good, at the producer’s choice: 


e the sum of the value of each non-originating, listed material, if the 
producer has a statement signed by the person from whom the originating 
material was acquired, establishing the value of each non-originating 
material, 


@ an amount equal to the number resulting from applying the following 
formula: VM x (1-RVCR) 
VM= the transaction value of the acquired material; and 
RCVR= the regional value content requirement for the acquired material. 


e the transaction value of the automotive components assembly, automotive 
components or automotive sub-components. 
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For each automotive component assembly, automotive component or automotive 
sub-component that is non-originating, produced in the territory of the NAFTA 
country and that is acquired by the producer and used by the producer in the 
production of the good, either: 


e the sum of the value of the non-originating materials incorporated into that 
non-originating material, if the producer has a statement in which it is 
specified the value of the non-originating materials, or 


e the transaction value of that non-originating automotive component 
assembly, automotive component or automotive sub-component that is non- 
originating. 


For any other non-originating material that is used by the producer in the 
production of the good where: 


e it is imported by the producer, the customs value of that non-originating 
material plus the corresponding adjustment, and 


e it is not imported by the producer, the transaction value of that non- 
Originating material. 19 C.F.R. Pt. 181, Part V, Section 10. 


Note: The producer may chose to treat any material as a non-originating 
material, and the value would be the transaction value of the material in 


the calculation of the regional value content of the good. 


Printed advertising materials (Article 306) 


Printed advertising materials imported from Canada or Mexico qualify for duty free entry. 
"Printed advertising material" means goods classified in Chapter 49, HTSUS. This also 
includes brochures, pamphlets, leaflets, trade catalogues, yearbooks published by trade 
associations, tourist promotional materials and posters, which are used to promote, 
publicize, or advertise a good or service, are essentially intended to advertise a good or 
service, and are supplied free of charge. 19 C.F.R. 181.63. 


Additional information 


Articles 306, 403, 405, 505, 507 

19: C.F.R: 10312(d); 1622 tala) 

19 CoP Re ot 2 lei icles 1S 15635, 181121. 181 122 
Appendix Part II, Section 5; Part V, Sections 9 & 10 
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We have produced this customs procedures publication to comply with the North American 
Free Trade Agreement. Its aim is to reinforce the objectives and purposes of the Treaty, and 
to explain the relevant provisions that govern the trade of merchandise among Mexico, 
United States, and Canada. It should also encourage the community of exporters and 
importers to use the Agreement as a means of improving competition, quality, and the 
promotion of goods and services that are produced in the region, by following the rules that 
guarantee greater benefits for the participating parties. 


We will review the material in the manual on a regular basis, and will publish any necessary 
changes in the text in future amendments. 
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1. Introduction 


To ensure that the benefits agreed on in the Agreement will not be extended to the goods of 
other countries, and that control of the operations carried out under the Agreement will not 
become an obstacle to commerce, the Parties agreed to establish a similar process for 
producing a common certificate of origin. 


The Parties agreed to adopt a unified format for the certificate of origin for the process of 
certification. This document will certify that a good imported to any of the countries in the 
Agreement qualifies as an originating good. 


2. Purpose 


This chapter lists cases and conditions in which a certificate of origin may be issued for 
importing goods into a national territory with preferential treatment, as well as the 
obligations that apply to persons importing goods with preferential treatment, and to the 
exporters or producers who issue certificates on such goods. 


3. Procedure 


3.1 Certification 


3.1.1 Persons involved 


Persons directly involved with the use or presentation of a certificate of origin 
for importing goods into a national territory with preferential tariff treatment are 
importers, exporters, and producers of those goods. 


Importers 


People who import goods into a national territory under the preferential tariff 
treatment must have available an original or a copy of the certificate of origin at 
the time of importation. Importers are not obliged to present the original 
certificate of origin to customs at the time of entry, unless it is for farm products 
or goods identical or similar to those subject to countervailing duties, but in all 
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cases a copy of the certificate of origin must be given to a customs agent or a 
deputy. If importers do not have the certificate, they must pay the applicable 
tariff according to the general tax law for importation (Ley del Impuesto General 
de Importacion), and countervailing duty, if applicable. 


According to the articles of the Agreement and also to the "Resolucién que 
establece las reglas de cardcter general relativas a la aplicacién de las 
disposiciones en materia aduanera del Tratado de Libre Comercio de América del 
Norte", referred to from here on as "the Resolution", all people who import 
goods into the national territory under the preferential tariff must provide the 
following information: 


a written declaration that a good qualifies as originating; 


Importers must indicate on the entry document the code that corresponds to 
the applicable preference rate for merchandise originating from the U.S., 
which will be "G8" and for merchandise originating from Canada, which 
will be "D9". 


In order to determine the applicable preferential tariff, importers must 
follow the "Acuerdo por el que se establecen las Reglas de marcado de pais 
de origen para determinar cuando una mercancia importada a territorio 
nacional se puede considerar una mercancia estadounidense o canadiense de 
conformidad con el Tratado de Libre Comercio de América del Norte", 
published in the Diario Oficial de la Federacién on January 7, 1994. 


a certificate of origin; 


Those who import merchandise into the national territory under the 
preferential tariff treatment must have in their possession a valid certificate 
of origin at the time the goods are imported; the certificate of origin can be 
the original or a plain copy or facsimile. 


A copy of the certificate does not necessarily have to contain the full legal 
signature of the exporter who filled it out and signed it. However, the 
copy must be signed. 


When importers do not have a valid certificate of origin at the time of 
importation, they must pay the tariff that corresponds to the general rate in 
the Ley del Impuesto General de Importacion. If importers obtain a 
certificate of origin afterwards that covers the same merchandise, they can 
request a refund of the excess tax paid by writing to the Administracién 


Mexico’s Customs Procedures 


») 


1-3 


Local de Recaudaci6n in the area within a twelve month period after the 
importation was made. Importers must demonstrate that the good qualified 
as Originating at the time of importation, and attach a copy of the corrected 
import declaration, the customs entry form with additions, and a copy of 
the certificate of origin. 


a copy of the certificate of origin for the customs agent or representative; 


Persons who import merchandise under the preferential tariff treatment 
must supply a copy of the certificate of origin to the customs agent or 
representative responsible for clearing the goods through customs. This 
copy can be a simple copy or a facsimile, and does not need to contain the 
full legal signature of the exporter. 


a certificate of origin if required by customs authorities; 


Those who import under the preferential tariff treatment must provide an 
original or copy of the certificate of origin to customs authorities upon 
request within a period of 15 days beginning the day after the date of the 
notification. 


If the certificate of origin is illegible, defective, or is completed without 
following the rules of the treaty, the importer will be granted a period of 
ten working days to present a valid certificate of origin. 


notification of mistakes or inexact information in the certificate of origin; 


When importers believe that a certificate contains inexact information, they 
must present a corrected declaration without delay and pay the 
corresponding duty. 


No penalties will be paid by importers who have incorrectly declared the 
origin of the goods, as long as they present a corrected declaration and pay 
any duty owing before customs authorities investigate the declaration or 
carry out a customs inspection as a result of the random selection process. 
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e a record of all official documents; 


Those who import merchandise under the preferential tariff treatment must 
keep an original or copy of the certificate of origin, the customs entry 
form, invoice, and all other documents relating to the importation of the 
goods, for a period of five years to comply with NAFTA rules and ten 
years for Mexican taxation purposes. In each case, time is counted from 
the day of the importation. 


@ any relevant documents to customs authorities upon request; 


Importers must maintain the documentation related to the importation either 
by electronic means or in the terms authorized by the Secretaria de 
Hacienda y Crédito Publico under general regulations published in the 
Diario Oficial de la Federaci6n. These documents must be shown to any 
customs authority upon request. 


Exporters and producers 


When exporters are also producers of a good intended for importation under 
preferential tariff treatments, they are responsible for determining the origin of 
the good according to the rules established by NAFTA. If the merchandise 
qualifies as originating, exporters must fill out and sign the certificate of origin, 
giving the original or a copy to the importer. Exporters must not issue a 
certificate of origin for goods that do not satisfy the rules of origin laid down in 
the Agreement. 


An exporter who is not the producer of the goods must obtain the following 
information in order to issue a certificate of origin: 


e sufficient information from the producer to determine if the good is 
originating; 


e a written declaration from the producer that declares the good to be 
originating; 


e a certificate that covers the good, filled out and signed by the producer and 
supplied voluntarily to the exporter. 
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According to article 504 of the Agreement and General Rules 29 and 30 of the 
Resolution, Mexican exporters or producers who issue a certificate of origin that 
covers goods imported into the United States or Canada under the preferential 
tariff treatment in accordance with the treaty, must fulfill the following 
obligations: 


e supply a copy of the certificate of origin as required by customs 
authorities; 


Any exporter or producer who has voluntarily provided an importer with a copy 
of a certificate of origin must furnish a copy of the certificate upon request to the 
customs authorities in a period of 15 days beginning on the day after the 
notification was issued. 


e maintain all documentation related to the origin of the goods; 


Exporters or producers in Mexico who fill out a certificate of origin for goods 
imported into Canada or the United States under preferential tariff treatment must 
keep all records relating to the origin of the goods, including those recording: 


e the purchase, cost and value of, as well as payment for the good that is 
exported from its territory; 


e the purchase, cost and value of, as well as payment for all materials, 
including indirect materials, used in the production of the good that is 
exported from its territory; and 


@ _ the production of the good in the form in which it was exported from its 
territory. 


Such documents must be kept for five years under article 505 of the Agreement 
for the purpose of verification of origin which may be carried out by customs 
authorities from the United States or from Canada, and for a period of 10 years 
according to article 30 of the fiscal code of Mexico (Cédigo Fiscal de la 
Federacion) for purposes of compliance with domestic legislation. These periods 
will run from the date the certificate was signed. 


Records can be kept as documents, on magnetic disks and tapes, or in any other 
data processing medium. 


@ —_ notify certificate holders immediately if incorrect information is included in 
a certificate of origin; 
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Exporters and producers who have filled out and signed a certificate of origin, 
and who have reason to believe that it contains inaccurate information, must 
notify everyone who has received a copy without delay and, in written form, of 
any change affecting the accuracy or validity of the certificate. 


No penalties will be applied to national exporters or producers that have filled 
out and signed a certificate of origin containing incorrect information, as long as 
they provide written notice of any change that could affect the accuracy or 
validity of the certificate to all the people who have received it, before the 
competent authorities begin an investigation to verify the respective certificate of 
origin. 


@ _ notify certificate holders of any ruling establishing that a good is not 
originating. 


When customs authorities issue a ruling to an exporter or producer of a good in 
which they determine that the good does not qualify as originating, the exporter 
or producer must inform everybody who received a copy of the certificate of 
origin related to that good. 


3.1.2 Language 

The certificate of origin must be filled out by the exporter of the good in 
Spanish, English or French. If it is filled out in a language other than Spanish, a 
Spanish translation must be presented when requested by a customs authority. 
The translation can be signed by the exporter or producer or by the importer, and 
can be attached separately or included in the same certificate. 

3.1.3 Applicability of a certificate of origin 

According to article 501 of the Agreement, the certificate of origin can cover: 


e a single importation of an originating good into a national territory; or 


e multiple importations of identical goods into a Party’s territory within a 
specified period, not exceeding 12 months. 


Validity 
It is considered that a certificate of origin is valid when it has been filled out 


according to the Agreement, and it remains valid for four years after the date on 
which it was signed. 
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Forms 
3.2.1 Official forms of the certificate of origin 


On December 30, 1993, Mexico published in the Diario Oficial de la Federacién 
the Resolucién que establece las reglas de cardcter general relativas a la 
aplicacién de las disposiciones en materia aduanera del Tatado de Libre 
Comercio de América del Norte. Annex I of that Resolution contains the official 
forms that have been approved by the United States and Canada (English and 
French versions), as well as the Spanish version of the same trilateral form. 


When importing originating goods into Mexico under the Agreement, importers 
must use a certificate of origin in one of the forms shown in Annex I. 


Anyone can freely copy these forms so that any document which adequately 
reproduces their content will be accepted by the customs authority, without the 
necessity of authorizing or approving the reproduction in advance. 


The official forms can be requested in Mexico at the Direccién General de 
Politica de Ingresos y Asuntos Fiscales Internacionales of the Secretaria de 
Hacienda y Crédito Publico, from the Secretaria de Comercio y Fomento 
Industrial, and from any customs office. 


3.2.2 Computerized certificates of origin 


Rule 15 of the Resolution indicates that the certificate of origin can be presented 
in a computerized form, as long as it contains the same information as the 
approved forms. However, the terms and conditions necessary for the 
implementation of Rule 15 have so far not been established in Mexico. 


Exceptions 


3.3.1 Non-commercial imports with a value which does not exceed 
US $1,000 


Non-commercial importation of originating goods with a value which does not 
exceed US $1,000, or an equivalent amount in the Party’s currency, does not 
require a certificate of origin, provided it does not form a part of a series of 
importations that may reasonably be considered to have been undertaken or 
arranged for the purpose of avoiding the certification requirements of the treaty. 
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For purposes of non-commercial imports that do not exceed US $1,000, such 
imports will be presumed to originate from the United States or Canada when 
they have been marked or labelled as such. 


3.3.2 Commercial imports with a value of US $1,000 or less 


When commercial imports of originating goods do not exceed a limit of 

US $1,000, the exporter, producer or importer of the goods may submit a written 
declaration certifying that the goods qualify as originating. This declaration must 
be attached to or written on the invoice that covers the good and should be 
printed by hand or typed. 


The declaration referred to in the above paragraph has no fixed form, but must 
be signed by the person who issues it. See the example below. 


An importation is deemed to be "for commercial purposes" when the relevant 
goods are intended for sale or use in commercial, industrial, or similar 
operations. 


3.4 Penalties 


According to article 508 of the Agreement, each member country will apply civil or 
administrative penal sanctions for any infringement of its laws or regulations related to the 
Agreement. Consequently, in Mexico, the Ley Aduanera, the Codigo Fiscal and the 
Cédigo penal are applicable. 


e@ Exporters or producers who voluntarily and without delay inform all interested parties 
of any inaccurate information contained in a certificate of origin will not be penalized. 
Such information should be produced before the competent authorities begin an 
investigation. 


March 1995 Mexico’s Customs Procedures 


1-9 


@ Importers who voluntarily and without delay submit a corrected entry form and pay 
duties owing upon learning that the certificate of origin contains inaccurate 
information will not be subject to penalty either. However, such payment must be 
made before the authorities begin an investigation. 


3.5 Completing the certificate of origin 


In order to receive preferential tariff treatment, the certificate of origin must be filled out 
completely and legibly by the exporter of the good, and the importer must have possession 
of it at the time of importation; the certificate may be typed or printed by hand. 


Under NAFTA, the Parties agreed upon a unified certificate of origin for all three 
countries, as well as common instructions for filling it out. According to these 
instructions, there are some fields which must be filled out completely, and others that can 
be omitted; in some cases an option exists in this respect. The most frequent questions 
concerning the certificate are answered below. 


Field 1 - Exporter’s information 

State the full legal name, address (including country) and tax identification number of the 
exporter. Mexican exporters should include the assigned code for the federal taxpayer’s 
registry number (RFC). United States’ exporters should show the employer’s 
identification number assigned by the Internal Revenue Service or the U.S. Department of 
the Treasury or if necessary, the employer’s Social Security Number. Canadian exporters 
should include the exporter number assigned by Revenue Canada. 

This field must be filled in. 

Options: Not applicable. 

Explanation: Not applicable. 

Field 2 - Period covered 

The From "DE" date is the date upon which the certificate becomes applicable, and the 
To "A" date is the date upon which it expires (in both cases indicating day, month, and 
year). 


This field can be omitted. 


Options: Not applicable. 
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Explanations: 


@ A certificate of origin can cover a single operation or various importations of goods 
identical to those described in the certificate. 


@ This field should be filled out only when the certificate covers several imports of 
identical goods (as described in field 5) that are imported into one of the member 
countries. In this case, the imports should be carried out within the period specified 
in field 2, which must not exceed one year. 

Field 3 - Producer’s information 

State full legal name, address (including country) and tax identification number. 

This field must be filled in. 


Options: 


e@ If you wish this information to be confidential, write "available to customs upon 
request." 


@ If the producer and the exporter are the same, write "same". 

@ If the producer is not known, write "unknown". 

Explanation: if the certificate covers goods from more than one producer, attach a list of 
additional producers with the legal name, address (including country) and tax 
identification number of each producer, cross-referenced to the goods described in field 5. 
Field 4 - Importer’s information 

State full legal name, address (including country) and tax identification number. 

This field must be filled in. 

Options: 

e@ If importer is not known, state "unknown". 

e@ If there are multiple importers, state "various". 


Explanation: Not applicable. 
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Field 5 - Description of goods 


Provide a full description of all goods including sufficient details to relate each good to its 
invoice description and to the Harmonized System for classifying imports. 


This field must be filled in. 

Options: Not applicable. 

Explanation: if the certificate covers a single shipment, give the invoice number as shown 
on the commercial invoice for each good. If not known, indicate another unique reference 
number, such as the shipping order number. In case of insufficient space, a separate page 
can be attached to the certificate. 

Field 6 - Tariff classification 


Identify the Harmonized System tariff classification to six digits, for each good described 
in field 5. 


This field must be filled in. 

Options: Not applicable. 

Explanation: if the good is subject to a specific rule of origin in Annex 401 that requires 
eight digits, identify to eight digits, using the Harmonized System tariff classification of 
the country into whose territory the good is imported. 

For Mexico, the tariff classification must be determined in accordance with the Ley del 
Impuesto General de Importacién. In case of doubt, a ruling may be requested from the 
Administraci6n Especial Juridica de Ingresos, of the Secretaria de Hacienda y Crédito 
Publico. 

Field 7 - Preferential treatment criteria 

For each good described in field 5, state which criterion is applicable. 

This field must be filled in. 

Options: For each good described in field 7, indicate the appropriate letter (A-F) under 
which it qualifies as an originating good and is thus eligible for preferential treatment. 


Each good described here must meet at least one of the preferential treatment criteria. 


Explanation: The criteria for preferential treatment (items "A" through "F") are listed in 
the instructions for field 7. 
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Field 8 - Producer’s information 

For each good described in field 5, state "yes" if you are the producer of the good. If 
you are not the producer of the good, state "no" followed by (1), (2), or (3), depending 
on whether this certificate was based upon: 


@ your knowledge of whether the good qualifies as an originating good; 


@ your reliance on the producer’s written representation (other than a certificate of 
origin) that the good qualifies as an originating good; or 


® acompleted and signed certificate for the good, voluntarily provided to the exporter 
by the producer. 


This field must be filled in. 

Options: "yes" or "no" depending on whether the person who filled out the certificate is 
the producer of the good, and (1), (2), or (3) as applicable, when the person is not the 
producer of the good. 

Explanation: Not applicable. 

Field 9 - Method to determine the origin of a good 

For each good described in field 5 which is subject to a regional value content (RVC) 
requirement, indicate "NC" if the RVC is calculated according to the net cost method; 
otherwise, indicate "no". 

This field must be filled in. 


Options: 


@ Use "NC" when the good is subject to a required regional value content, calculated by 
the net cost method. 


@ Use "no" when the good is not subject to a required regional value content, and/or the 
net cost method is not used. 


Explanation: when the "NC" is calculated for a fixed period, identify the beginning and 
ending dates, giving day, month, and year. 
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Field 10 - Country of origin 


Indicate the name of the country that corresponds to the preferential tariff that is applied 
in terms of Annex 302.2 according to the marking rules or each country’s schedule. 


This field must be filled in. 
Options: "US" or "CA" for all goods imported into Mexico. 


Explanation: identify the name of the country ("MX" or "US" for agricultural or textile 
goods exported to Canada; "US" or "CA" for all goods exported to Mexico; or "CA" or 
"MX" for all goods exported to the United States). For all other originating goods 
exported to Canada, indicate "MX" or "US", as appropriate, if the goods originate in 
either of these countries, within the meaning of Annex 302.2, and the transactional value 
of the goods does not increase by more than 7% for any subsequent processing in the 
other NAFTA country; otherwise indicate as "JNT" for "joint production". 


Field 11 - Authorized signature 


Name of the company (exporter’s or producer’s), name, signature and position of the 
authorized person, date indicating day, month and year, telephone and fax number. 


This field must be filled in. 


Options: this field can be filled in by the exporter or the producer of the good, or a 
person authorized to complete and sign a certificate of origin on their behalf. 


Explanation: the field must be completed, signed and dated by the exporter or producer 
(where the latter voluntarily fills out the certificate). The date must be the day when the 
certificate was completed and signed. Filling in this field makes the person signing the 
certificate responsible for the information it contains. 


4. References 


Diario Oficial de la Federacién, December 20, 1993. Decreto de Promulgacidn del Tratado 
de Libre Comercio de América del Norte. 


Diario Oficial de la Federacién, December 30, 1993. Resolucién que establece las reglas de 


caracter general relativas a la aplicacion de las disposiciones en materia aduanera del Tratado 
de Libre Comercio de América del Norte. 
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Tratado de Libre Comercio de América del Norte 
Certificado de Origen 


(Instrucciones al reverso) 


Llenar a m4quina o con letra de molde 


1. Nombre y domicilio del exportador: 2. Perfodo que cubre: 
DDMMAA 


De: jl A Delete] 


Ndmero de Registro Fiscal: 
3. Nombre y domicilio del productor: 4. Nombre y domicilio del importador: 


Ndmero de registro fiscal: N6mero de Registro Fiscal: 


6. Clasificacién 7. Criterio 8. Productor |9. Costo Neto 10. Pafs de origen 
en a 0d pe Mali aaatonr palceroin 


Declaro bajo protesta de decir verdad que: 


- La informacién contenida en este documento es verdadera y exacta, y me hago responsable de comprobar lo aquf declarado. Estoy consciente que seré responsable por cualquier 
declaracién falsa u omisién hecha en o relacionada con el presente documento. 


- Me comprometo a conmservar y presentar, en caso de ser requerido, los documentos necesarios que respalden el contenido del presente certificado, asf como a notificar por escrito a 
todas las personas a quienes entregue el presente certificado, de cualquier cambio que pudiera afectar la exactitud o validez del mismo. 


-Los bienes son originarios de] territorio de una o més de las partes y cumplen con los requisitos de origen que les son aplicables conforme al Tratado de Libre Comercio de América del 
Norte, po han sido objeto de procesamiento ulterior o de cualquier otra operaci6n fuera de los territorios de las Partes; salvo en los casos permitidos en el articulo 411 0 en el Anexo 401. 


Este certificado se compone de hojas, incluyendo todos sus anexos. 


Fecha: 


SEP r ae 
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TRATADO DE LIBRE COMERCIO DE AMERICA DEL NORTE 1 1 5 
INSTRUCCIONES PARA EL LLENADO 
DEL CERTIFICADO DE ORIGEN 


Con el propdsito de recibir trato arancelario preferencial, este documento deberd ser llenado en forma legible y en su totalidad por el exportador del bien, y el importador deberd tenerlo en su poder al momento 
de formular el pedimento de importacién. Queda a eleccién del productor Ilenar de manera voluntaria este documento, a fin de que sea utilizado por el exportador del bien. Favor de llenar a m4quina o con letra de 
molde. 


CAMPO |: Indique el nombre completo, denominaciOn o razén social, domicilio (incluyendo el pafs) y el nimero del registro fiscal del exportador. El némero del registro fiscal serd: 
En Canadé: ¢l ndmero de identificacién del patrén o el ndmero de identificacién del importador/exportador, asignado por el Ministerio de Ingresos de Canadé 
En México: la clave del registro federal de contribuyentes (R.F.C.). 
En los Estados Unidos de América: el ntimero de identificacién del patrén o el ndmero del seguro social. 


CAMPO 2: Deberd lIlenarse sélo en caso de que el certificado ampare varias importaciones de bienes idénticos a los descritos en el Campo 5, que se importen a algdn pafs Parte del Tratado de Libre Comercio de 
América del Norte (TLCAN) en un perfodo especffico no mayor de un afio (perfodo que cubre). La palabra “DE” deberd ir seguida por la fecha (Dfa/Mes/Afio) a partir de la cual el Certificado ampara el bien descrito 
en el certificado. (Esta fecha. puede ser anterior a la fecha de firma del Certificado). La palabra "A" deberd ir seguida por la fecha (D{fa/Mes/Afio) en la que vence el perfodo que cubre el Certificado. La importaciéa 
del bien sujeto a trato arancelario preferencial con base en este Certificado deberd efectuarse durante las fechas indicadas. 


CAMPO 3: Indique ¢l nombre completo, denominacién o razé6n social, domicilio (incluyendo el pafs) y el nimero de registro fiscal del productor, tal como se describe en el campo 1. En caso de que el Certificado 
ampare bienes de mds de un productor, anexe una lista de los productores adicionales, incluyendo el nombre completo, denominacién o raz6n social, domicilio (incluyendo el pafs) y ndmero de registro fiscal, haciendo 
referencia directa al bien, descrito en el campo 5. Cuando se desee que la informacién contenida en este campo sea confidencial, podr4 sefialarse de la siguiente manera: “disponible a solicitud de la aduana”™. En caso 
de que el productor y el exportador sean la misma persona, indique la palabra "mismo", En caso de desconocerse la identidad del productor, indicar la palabra “desconocido”. 


CAMPO 4: Indique el nombre completo, denominacién o raz6n social, domicilio (incluyendo el pafs) y el ndmero de registro fiscal del importador, tal como se describe en el campo |. En caso de no conocerse la 
identidad del importador, indicar la palabra "desconocido”. Tratdndose de varios importadores, indicar la palabra “diversos”. 


CAMPO 5: Proporcione una descripcién completa de cada bien. La descripcién deberd ser suficiente para relacionarla con la descripcién contenida en la factura, asi como con la descripcién que corresponda al 
bien en el Sistema Armonizado. En caso de que el Certificado ampare una sola importacién del bien, deberd indicarse el nimero de factura, tal como aparece en la factura comercial. En caso de desconocerse, deberé 
indicarse otro niimero de referncia Gnico, como el némero de orden de embarque. 


CAMPO 6: Declare la clasificacién arancelaria a seis d{gitos que corresponda en el Sistema Armonizado a cada bien descrito en el campo 5. En caso de que el bien csté sujeto a una regla especifica de ongen que 
requiera ocho dfgitos, de conformidad con el anexo 401, deberd4 declararse a ocho dfgitos la clasificacién arancelaria del Sistema Armonizado que corresponda en el pafs a cuyo territorio se importa el bien. 


CAMPO 7: Identifique el criterio aplicable (de la A a la F) para cada bien descrito en el campo 5. Las reglas de origen se encuentran en el capftulo 4 y en el anexo 401 del TLCAN. Existen reglas adicionales en el 
anexo 703.2 (determinados productos agropecuarios), apéndice 6-A del anexo 300-B (determinados productos textiles) y anexo 308.1 (determinados bienes para procesamiento automético de datos y sus partes). 
NOTA: Para poder gozar del trato arancelario preferencial, cada bien deber4 cumplir alguno de los siguientes criterios. 


Criterios para trato preferencial: 


A. El bien es “obtenido en su totalidad o producido enteramente” en el territorio de uno o mas de los paises partes del TLCAN, de conformidad con el artfculo 415. NOTA: La compra de un bien en el territorio de 
un pafs del TLCAN no necesariamente lo convierte en “obtenido en su totalidad o producido enteramente”. Si el bien es un producto agropecuario, véase el criterio F y el Anexo 703.2 (Referencia: Articulo 401 
(a) y 415). 


B. El bien es producido enteramente en el territorio de uno o mas de los paises partes del TLCAN y cumple con la regla especffica de origen establecida en el Anexo 401, aplicable a su clasificacién arancelaria. 
La regla puede incluir un cambio de clasificacién arancelaria, un requisito de valor de contenido regional o una combinacién de ambos. El bien debe cumplir también con todos los dems requisitos aplicables del 
capftulo TV. En caso de que el bien sea un producto agropecuario, véase también el criterio F y el Anexo 703.2 (Referencia: Artfculo 401(b)). - 


C. El bien es producido enteramente en territorio de uno o mas de los paises partes del TLCAN exclusivamente con materiales originarios. Bajo este criterio, uno o mds de los materiales puede no estar incluido 
en la definicién de “obtenido en su totalidad o producido enteramente”, conforme al artfculo 415. Todos los materiales usados en la produccién del bien deben calificar como “originarios", al cumplir con alguna 
de las reglas de origen del artfculo 401(a) a (d). Si el bien es un producto agropecuario, véase también el criterio F y el Anexo 703.2 (Referencia: articulo 401(c)). 


D. El bien es producido en el territorio de uno o mds de los paises partes del TLCAN, pero no cumple con la regla de origen aplicable establecida en el anexo 401, porque alguno de los materiales no originarios 
no cumple con el cambio de clasificacién arancelaria requerido. El bien, sin embargo, cumple con el requisito de valor de contenido regional establecido en el artfculo 401(d). Este criterio es aplicable dnicamente 
a las dos circunstancias siguientes: 


1, El bien se importé al territorio de un pafs parte del TLCAN sin ensamblar o desensamblado, pero se clasificé como un bien ensamblado de conformidad con la regla general de interpretacién 2(a) del 
Sistema Armonizado; 0 

2. El bien incorpora uno o m4s materiales no originarios clasificados como partes de conformidad con el Sistema Armonizado, que no pudieron cumplir con el cambio de clasificacién arancelaria porque 
la partida es la misma, tanto para el bien, como para sus partes, y no se divide en subpartidas, o las subpartida es la misma, tanto para el bien, como para sus partes, y esta no se subdivide. 


NOTA: Este criterio no es aplicable a los capftulos 61 a 63 del Sistema Armonizado (Referencia: Articulo 401(d)). 

E. Algunos bienes de procesamiento automdtico de datos y sus partes, comprendidos en el anexo 308.1, no originarios del territorio de uno o més de los paises partes del TLCAN, se consideran como si fueran 
originarios al momento de su importacién al territorio de un pafs parte del TLCAN procedentes del territorio de otro pafs parte del TLCAN, cuando la tasa arancelaria de nacién mds favorecida aplicable al bien 
se ajusta a la tasa establecida en el Anexo 308.1 y es comin para todos los paises partes del TLCAN (Referencia Anexo 308.1). 

F. El bien es un producto agropecuario originario de conformidad con el criterio para trato preferencial A, B o C, arriba mencionados, y no est sujeto a restricciones cuantitativas en el pafs importador del TLCAN, 
debido a que es un “producto calificado” conforme al Anexo 703.2, Seccién A o B (favor de especificar). Un bien listado en el apéndice 703.2.B.7 estd también exento de restricciones cuantitativas y tiene derecho 
a recibir trato arancelario preferencial, siempre que cumpla con la definicién de “producto calificado” de la Seccién A del Anexo 703.2. NOTA 1: Este criterio no es aplicable a bienes que son totalmente originarios 
de Canad4 o los Estados Unidos que se importen a cualquiera de dichos paises. NOTA 2: Un arance)-cupo no es una restriccién cuantitativa. 


CAMPO 8: Para cada bien descrito en el campo 5, indique "SI" cuando usted sea el productor del bien. En caso de que no sea el productor del bien, indique "NO", seguido por (1), (2) 0 (3), dependiendo de si 
el certificado se basa en uno de los siguientes supuestos: 


(1) su conocimiento de que el bien califica como originario; 
(2) su confianza razonable en una declaracién escrita del productor (distinta a un certificado de origen) de que el bien califica como originario; o 
(3) un certificado que ampare el bien, ltenado y firmado por el productor, proporcionado voluntariamente por el productor al exportador. 


CAMPO 9: Para cada bien descrito en campo S, cuando ei bien este sujeto a un requisito de valor de contenido regional (VCR), indique "CN" si el VCR se calcul6é con base en el método de costo neto; de lo contrario 
indique "NO". Si el VCR se calculé de acuerdo al método de costo neto en un perfodo de tiempo, identifique las fechas de inicio y conclusién (DD/MM/AA) de dicho perfodo, (Referencia: articulos 402.1 y 402.5). 


CAMPO 10: Indique el nombre del pafs (“MX” 0 “EU” traténdose de bienes agropecuarios o textiles exportados a Canad4; "EU" 0 “CA” para todos los bienes exportados a México; 0 "CA" o "MX" para todos 
los bienes exportados a los Estados Unidos) al que corresponde la tasa arancelaria preferencial, aplicable con los términos del anexo 302.2, de conformidad con las Reglas de Marcado o en la lista de desgravacién 
arancelaria en cada parte. 


Para todos los demas bienes onginarios exportados a Canadé, indique "MX" o "EU", segiin corresponda, si los bienes originan en ese pafs parte del TLCAN, en los términos del’ anexo 302.2 y el valor 


de transaccién de los bienes no se ha incrementado en mds de 7% por algén procesamiento ulterior en el otro pafs parte del TLCAN, en caso contrario, indique “JNT~ por produccién conjunta (Referencia: Anexo 
302.2). 


CAMPO I1: Este campo deberd ser llenado, firmado y fechado por el exportador. En caso de que el productor Ilene el Certificado para uso del exportador, deberd ser llenado, firmado y fechado por el productor. 
La fecha deberd ser aquella en que el Certificado se llené y firmé. 


——s 
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1. Introduction 


Under Annex 311, NAFTA countries are required to do two things: first, they must 
establish rules of origin to determine whether a good is to be considered originating from the 
U.S., Canada or Mexico; and second, they must develop rules governing the country of 
origin marking that all goods have to carry. 


2. Purpose 


This chapter describes and explains the country of origin marking rules, and points out the 
difference between them and the rules of origin. In addition, the requirements for the 
country of origin marking which all goods must carry under NAFTA are clearly outlined. 


3. Procedure 


3.1 Country of origin marking rules 


The country of origin marking rules applied in Mexico were printed in the Diario Oficial 
de la Federacién on January 7, 1994, under the country of origin marking rules agreement 
for the purpose of determining whether a good is considered originating from the U.S. or 
Canada, when imported into national territory under NAFTA. 


These marking rules are not to be confused with the country of origin rules used to 
establish preferential tariff treatment under Chapter 4 of NAFTA. However, the latter 
serve to determine which North American products qualify for preferential tariff treatment 
when imported into another NAFTA Party. The country of origin marking rules are used 
to determine the country of origin of merchandise in the following cases: 


@ where the importing country requires that a good bear country of origin markings; 
e for purposes of determining the preferential tariff (U.S., Canadian or Mexican) 


corresponding to goods that meet the origin rules for preferential tariff treatment, 
according to Annex 302.2 (Tariff Elimination); 


March 1995 Mexico’s Customs Procedures 


2-2 
@ for the purposes of Annex 300-B (Textile and Apparel goods); and 
@ for any other purpose agreed among the Parties. 


Under NAFTA, the country of origin of a good must be determined in accordance with 
the following general rules, applied in the order of priority shown. 


a) The country of origin of a good is that country for which any of the following 
assumptions are true: 


(1) a good is wholly obtained or produced in a given country, as in the case of 
minerals extracted or vegetables harvested; 


(2) a good is entirely produced from domestic materials’, as in the case of clothing 
produced from material, thread, and buttons all of the same country; 


(3) each of the foreign materials? incorporated in a good undergoes an applicable 
tariff classification change according to the rules laid down in the Annex, 
Specific Rules of the Agreement, and meets any other requirement established 
under that annex. These "tariff classification change" rules are used primarily to 
determine which non-originating materials from a given country can be used 
during the manufacture of a good in that country without affecting its 
classification as an originating good. 


a ee a a A oe ee a 
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b) When the country of origin cannot be determined according to the previous 
provisions, the country of origin shall be: 


(1) the country or countries of origin of the material that confer on the good its 
essential characteristics’; or 


(2) the country or countries of origin, based on an inventory control system*, when 
the material that confers on the good its essential characteristics is a fungible 
good that has been mixed, and is impracticable to recognize physically. The 
inventory methods that should be used are the same as those established in 
Chapter 4 of NAFTA. 


Note: The provisions stated above are not applicable to any good classified as a set or 
group according to the nomenclature of the Tarifa de la Ley del Impuesto General de 
Importacion (TIGI), or to any good classified as a set or group under a tariff 
classification, in accordance with the Regla General 3(2) of this law. 


C) When the country of origin cannot be determined according to the preceding 
sections (a and b) and the relevant good is considered a set, group or 
combination under the TIGI, or is assigned to a tariff classification corresponding 
to a set, group, combination or compound good, according to Regla General 3(2) 
of the TIGI, the country of origin of the good shall be the country or countries of 
origin of all of the materials that deserve consideration as conferring on the good 
its essential characteristics. 
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d) When the country of origin cannot be determined according to the foregoing 
provisions, the country of origin shall be: 


(1) the last country where the good underwent a production process other than 
simple assembly or minor processing®; or 


(2) when the good is produced by simple assembly, the country of origin will be one 
of the following: 

@ the country where the good is assembled, when the parts considered to 
confer on the good its essential characteristic do not originate from the 
same country; 

e the country of origin of the assembled parts, when the parts considered to 
confer on the good its essential characteristic have a common country of 
origin. 


3.2 Special treatment for originating goods 


Notwithstanding the above, if after all of the preceding rules have been applied to 
originating goods (as defined in Chapter 4 of NAFTA) it is still not possible to determine 
a country of origin, the country of origin shall then be the last NAFTA country where the 
good underwent a production process other than a minor process, provided that a valid 
certificate of origin for the good has been signed and completed. Specifically, if 
according to the country of origin marking rules the country of origin is other than a 
NAFTA country, the country of origin will be the last NAFTA country where the good 
was subject to a manufacturing process, other than a minor process, provided that the 
good is originating from the region, according to NAFTA provisions (Chapter 4), and a 
certificate of origin has been completed and signed in that country. 


3.3. Goods re-exported to Mexico 

When a good processed abroad is considered as originating from Mexico, its country of 
origin will not be Mexico but rather the last NAFTA country where the good underwent a 
production process other than a minor process. 


3.4 Special provisions for fungible goods 


In the case of fungible goods from different countries of origin, where these goods are 
mixed the country of origin will be: 


@ the country of origin of all the goods; or 
@ when the country of origin of the mixed good cannot be directly recognized, the 


country or countries of origin may be determined through the inventory control 
system, mentioned above. 
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3.5 Specific provisions for de minimis 


In spite of the fact that the foreign materials incorporated in a good do not meet the 
requirements for a tariff classification change according to the specific rules of the 
Agreement (Annex), or do not comply with any other requirement provided by such rules, 
a good may be considered as originating when: 


@ the total value of foreign materials does not exceed 7% of the total value of the good, 
excepting the following goods: 
e live animals; 
¢ meat and edible meat offals; 
e fish, crustaceans and molluscs, and all aquatic invertebrates; 
e milk and milk products, eggs, natural honey, and animal consumable products 
not included or contained within other headings; 
legumes and vegetables, plants, roots, and nutritional tubers; 
consumable fruits, melon, and bitter peels; 
milling products, malt, corn flour, starch, inulin, wheat germ; 
oleaginous seeds and fruits, other seeds and fruits, plants for industrial and 
medical purposes, straw, and forages; 
e¢ vegetable and animal oil and fat and derivatives, artificial nutritive oils, vegetable 
and animal wax; 
¢ sugar and candy items; or 
¢ preparations of vegetables, fruits, or other plant parts. 


@ The materials or components in question included in a good classified under 
Chapters 50 to 63 of the Harmonized System (textiles and their products) will not be 
taken into account for determining a country of origin if they account for less than 7% 
of the total weight of the good. 


3.6 Material not considered when determining the country of origin 
of a good 


The following materials are to be excluded when determining whether a foreign material 
qualifies for a tariff classification change, and satisfies the requirements under the 


Agreement: 


@ packing materials and containers used with a good which is for retail sale, as long as 
such materials are classified along with the good; 


@ accessories, parts, and tools, provided that they are delivered, classified, and shipped 
along with the good; 
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ad 

@ packing materials and containers which contain the good for shipment; 

@ indirect materials’. 

3.7 Country of origin marking rules 

The purpose of these rules is to prevent the country of origin rules from becoming 

obstacles to foreign trade. 

Under the provisions of NAFTA (Annex 311), member countries are entitled to require 

that the goods of other Parties be marked in accordance with the country of origin rules, 

in a manner that minimizes difficulties, costs and inconveniences, but at the same time 
displays a country of origin marking that indicates the name of the country of origin to the 
final purchaser* of the good. The mark can be an adhesive label, imprint or tag, or may 
be painted on, and shall be readily visible,’ legible,'° and sufficiently permanent'’. 

3.8 | Goods exempted from country of origin marking 

NAFTA establishes: "Any NAFTA good will be exempted from being marked" when: 

@ it is incapable of being marked; 

ye 

@ it cannot be marked prior to export without causing injury to the good; 

@ it cannot be marked except at a cost that is substantial in relation to its customs 
value”, thus discouraging its export to another Party; 

@ it cannot be marked without materially impairing its function or substantially 
detracting from its appearance; 

@ it is in a container which is reasonably marked so as to indicate to the final purchaser 
the country of origin; 

@ itis raw material; 

@ it is imported solely for the importer’s use and cannot be retailed in the same 
condition as imported; 

@ it will undergo production in the importer’s territory by the importer or on the 
importer’s behalf, in a manner that would result in the good becoming a good 
Originating in the importer’s country, in accordance with the marking rules of that 
country; 

v4 
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@ it is a good for which, by reason of its character or import’ circumstances, the ultimate 
purchaser would reasonably know its country of origin even though that good is not 
marked; 


@ it was produced at least 20 years prior to importation; 
® it is imported without the required marking and cannot be marked after importation 
without substantial cost in relation to its customs value, provided that the failure to 


mark was not for the purpose of avoiding the country of origin marking rules; 


@ itis for the purposes of temporary free-admission, in transit, in bond, or otherwise 
under customs administration control; 


@ it is an original work of art; or 
© it is classified under subheading 6904.10, or heading 85.41 or 85.42. 


Each NAFTA Party is to determine whether the usual container’’ bears the country of 
origin marking, except for the numerals VI, VII, VIII, IX, X, XII, XIII and XIV. 


3.9 Container requirements 


@ Containers imported empty do not require the country of origin marking, but it may 
be requested that the country of origin of the contents be marked on the container. 


@ Containers imported full are not required to show a country of origin marking, but 
indication of the origin of their contents may be required. However, the country of 
origin has to appear on the good and the container must be easy to open for 
inspection, or the marking of the contents has to be visible through the container. 


3.10 General requirements 


NAFTA Parties have the right to allow importers to mark a good after importation, but 
before customs release, unless such an importer has committed various infractions for 
country of origin marking and has been notified that goods must be marked prior to the 
importation. 


Except in the latter case, there are no sanctions or fines for failing to comply with the 


marking requirements, unless the goods are removed from customs control without being 
marked correctly. 


March 1995 Mexico’s Customs Procedures 


2-8 
4. References 


NAFTA Annex/Article 311; Acuerdo por el que se establecen Reglos de Marcado de Pafs de 
Origen paro determinar cuando una mercancia importada a territorio nacional se puede 
considerar una mercancia estadounidense o canadiense de conformidad con el Tratado de 
Libre Comercio de América del Norte and the Resolucidn que establece las reglas de caracter 
general relativas a la aplicacién de las disposiciones en materia aduanera del Tratado de 
Libre Comercio de América del Norte. 


1. Materials whose country of origin is the country where the good is produced, 
according to the country of origin marking rules. 


2. Materials whose country of origin is not the country where the good is produced, 
according to the country of origin marking rules. 


3. Diverse aspects should be considered when determining the essential characteristic of a 
good, depending on the type of good. These would include the nature of the good or 
component; its volume, quantity, weight or value; the function of a component in 
relation to the purpose of the good, and other relevant conditions. In order to 
determine the country of origin of a good, only the domestic or foreign materials 
classified under the tariff provisions which do not allow a tariff change, according to 
the specific rules of the agreement, will be considered when determining which parts 
or materials confer on the good its essential characteristic. 


4. The inventory control system for fungible materials is as follows: 
® specific recognition system (to sort out originating fungible goods from those that 
are not originating); 
@ first in-first out system (PEPS, in Spanish); 
@ last in, first out system (UEPS, in Spanish); or 
@ average system. 


5. Simple assembly is the process of joining together five or less parts of foreign origin 
(including screws, bolts, and others), by means of a minor process such as screwing, 
gluing, soldering or sewing. 


6. | Minor process means: 
@ the simple dilution in water or another substance which materially does not alter the 
characteristics of a good; 
@ the cleaning process, including the removal of rust, grease, paint, or other coatings; 
@ the application of preservative or decorative coatings, including lubricants, 
protection coating, decorative or preservative painting, or metallic coatings; 
@ trimming, filing, or cutting off small amounts of excess materials; 
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the loading-unloading process or any other operation necessary for the maintenance 
of the good; 

the measuring, packing, repacking, baling, and rebaling; 

the testing, marking, sorting, and classifying operations; 

repairs and alterations, washing, laundering, or sterilizing; 

decorative processes on textile goods, such as crimping or pinking edges, pleating, 
folding and rolling, fringes, trimming with cord, minor embroiderings, embossing, 
dyeing, stamping, and other similar processes; or 

@ the decorative or finishing operations necessary for the assembly of a garment, 
designed with the purpose of enhancing the commercial appearance of the good or 
to facilitate the protection of the good, such as embroidering, stitching, sewn 
appliqué work, acid or stone washing, embossing and dyeing of the good, 
pre-shrinking, permanent pressing, attaching accessories, trimming, and other 
similar operations. 


Indirect material refers to an item used in the production, testing, or inspection of a 
good, but not physically incorporated into the good, or an item used in the maintenance 
of buildings or the operation of equipment associated with the production of a good. 
This material includes: 

@ fuel and energy; 

@ tools, dies, and moulds; 

® spare parts and material used in the maintenance of equipment and buildings; 

@ lubricants, greases, compounding materials, and other materials used in productions, 
or used to operate equipment and buildings; 

gloves, glasses, footwear, clothing, safety equipment; 

equipment, devices, and supplies used for testing or inspection of the goods; 
catalysts and solvents; and 

any other material that is not incorporated into the good but the use of which in the 
production of the good can reasonably be demonstrated to be part of that 
production. 


The last person who, inside the territory of the importer, receives the good in the same 
condition as imported. This person is not necessarily the final user. 


Can be easily seen during the ordinary handling of the merchandise or container. 
Can be easily read. 


The marking must remain on the good until it reaches the final purchaser, unless 
intentionally removed. 


The value of the good for the purposes of applying customs duties on an imported 
good. 


Container in which the good generally reaches the final purchaser. 
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Annex 1: Marking seals 


Official Mexican Standard NOM-Z-9-1978 establishes and describes the HECHO EN 
MEXICO (MADE IN MEXICO) seal which identifies all goods manufactured in Mexico. 


The marking of Mexican goods must be conspicuous, legible and sufficiently permanent. If 
the seal cannot be placed on the goods themselves, it can be added to containers or packing 

materials. In addition, goods assembled or packed in Mexico can display the NOM seal. In 
such cases the legend contained in the seal can be modified (see emblems 4 and 5, Annex 1). 


Emergency Official Mexican Standard NOM-EM-004-SCFI-1994 (published in the Diario 
Oficial de la Federacién of June 14, 1994) establishes the specifications and procedures for 
use of the Contrasefia Oficial (Official Countersign) and company registration number upon 
authorization from SECOFI. The Contrasefia Oficial provides the final purchaser with the 
assurance that a given good meets the specifications laid down in Mexican standards 

(see Annex 2). 


a a a a ee 
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NOM No. REG. 


NOM No. REG. ee 


CONTRASENA DEL ORGANISMO 
DE CERTIFICACION ACREDITADO 
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Bi a DE CERTIFICACION ACREDITADO 


March 1995 Mexico’s Customs Procedures 


HECHO 
EN MEXICO 


FUTURA MEDIA 


HECHO 


ROTESC 


HECHO 
EN MEXICO 


Table of Contents 


Le Introduction tiapmne mmrermrnr tr to fue EM SO 6 ee as wa See ae 3-1 
2x ODJOCH VE mero PC oosiei y+) i. een Mes So. oa SE Soa ns aoe @ aoa 3-1 
35) PrOCeCUTCS mwa tem rrr rec) 2 ere MrT vs cus Wa oa oa ale BRA as 3-1 
Sil Norcal eed@estean ad Vance TUling agement pla ak an a) deg co es 3-1 
3.2 Subjects that can be considered for an advance ruling .............. 3-1 
3.3 Goods for which an advance ruling may not be sought ............. 3-2 
3.4.2 Requirements ior secking an advance Tuling <0. 6 46. ww ee es 3-2 
Det ee TOCCOULAETCOUILCINICN(S Mautner miata. donnie sds + <a a San woe ee 3-2 
ade eS DECITIC aT OLMA ON Mec eet eae eres ie) a asc <2. bg ds gue eee 3-4 
31) SeLNCOMIDIec ANDICAONS: coca: ee REI 9S he, Sc ke ss we he 3-5 
3: On Deadlines OimissuineradVaNnCe TUMN OSs ewer ntsc Giele 4c ss 3 dae @ ae aes 3-6 
27 = Date romewhich an aavance mlingatakes-eftect....0. 3.2.6. «4 « «cs see te ae 3-6 
3.8' Modification or revocation of an advance muling ....... 4.4.0. .56444 54 3-6 
stoma’ DD CADICECASES ae enn armel acs clr tec a <<) a wy meee 3-6 
3.8.2 Effective date of a modification or 

cancellaiionsor an advance milinge ss. 24: 4.0.6 » 6. ss Gees 3-7 

3.9 Appeal of an advance ruling or the modification or revocation 
Olean aGvanCe TUM ogee na) 0 Fee Re ede a aan yt 4, > Roemer 3-7 
3 ORC ONHOEN ti AlICYy murmnmets. oc, Scene at Ross: od aru sstoe We cles SU eee 3-7 
4. «Reference giana: a. eee hee Steyr cscs Guth a ale oar enate a Sb Se BRS es 3-7 
Annex 12 Example:of.an application for antadvance ruling. << t.56. 6s oe 3-8 


March 1995 Mexico’s Customs Procedures 


1. Introduction 


In order to grant judicial security to the community of importers, exporters, and producers of 
the three countries, it has been agreed to establish a procedure permitting them to apply to 
the competent authority of the importing country for a ruling prior to the importation of a 
good. Rulings can relate to whether the good qualifies as originating, or to other 
circumstances concerning the origin or marking of the good. 


2. Objective 


In this chapter the objective is to explain who can request an advance ruling, the area for 
which an advance ruling can be issued, the requirements for the request, the process by 
which rulings are issued and their effects. 


3. Procedures 


3.1 Who can request an advance ruling? 


@ anyone who wishes to import a good which is being considered for an advance ruling 
into national territory. 

@ any producer in Canada or the United States who produces a good subject to an 
advance ruling, or any material which is used in the production of the good. 

@ any exporter in Canada or the United States that intends to export a good to Mexico 
subject to an advance ruling. 


3.2 | Subjects that can be considered for an advance ruling 


According to article 509(1) of the treaty, an advance ruling can be used to resolve any of 
the following questions: 


@ whether materials imported from a non-Party and used in the production of a good 
undergo an applicable change in tariff classification, set out in Annex 401, as a result 
of production occuring entirely in the territory of one or more of the Parties 
(article 509(1)(a)); 
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@ whether a good satisfies a regional value content requirement under either the 
transaction value method or the net cost method set out in Chapter 4 
(Rules of Origin) (article 509(1)(b)); 


@ the appropriate method to calculate the value that the exporter or producer must apply 
in the territory of another Party, in order to calculate the transaction value of the good 
or of the materials used in the production of the good for which an advance ruling is 
requested. This will determine if a good fulfills the requirements for the regional 
value content, according to Chapter 4 (article 509(1)(c)); 


@ the appropriate method for reasonably allocating costs, according to the allocation 
methods set out in the Uniform Regulations, for calculating the net cost of the good or 
the value of an intermediate material. This will determine if a good complies with the 
requirements of the regional value content according to Chapter 4, (509(1)(d)); 


@ whether a good qualifies as an originating good under Chapter 4 (article (509)(1)(e)); 
@ whether a good that re-enters national territory after being exported to the territory of 
another Party for repair or alteration qualifies for duty-free treatment in accordance 


with Article 307 (article (509(1)(f)); 


@ whether the proposed or actual marking of a good satisfies country of origin marking 
requirements under Article 311 (article (509(1)(g)); 


@ whether a good qualifies as originating for free tariff treatment from a Party under 
Annex 300-B (Textile and Apparel Goods), Annex 302.2 (Tariff Elimination), or 
Chapter 7 (Agriculture and Sanitary and Phytosanitary Measures) (article 509(1)(h)); 


@ Whether a good is a qualifying good under Chapter 7 (article 509(1)(i)). 
3.3. Goods for which an advance ruling may not be sought 


Goods which are subject to a verification of origin, or are under review or appeal, will 
not be considered for an advance ruling. 


3.4 Requirements for seeking an advance ruling 
3.4.1 Procedural requirements 


To obtain an advance ruling, the importer, exporter, or producer of a good that 
will be imported into Mexican territory must present a request to the Direccién 
General de Politica de Ingresos y Asuntos Fiscales Internacionales located in 
Avenida Hidalgo No. 77 Médulo 4,4°. Piso Col. Guerrero C.P. 06300 México, 
D.F. as set forth in the Cédigo Fiscal de la Federacién. 
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The request must be presented in Spanish prior to the date of importation (as 
specified in articles 18 and 34 of the Cddigo Fiscal de la Federacién and 

Rules 67 and 76 of the Resolution published in the Diario Official de la 
Federacién on December 30, 1993) and is to be accompanied by all necessary 
information and documents enabling the authorities to rule on the matter which is 
the subject of the advance ruling. In Annex I a suggested form is included which 
could be used to request an advance ruling. 


In general, such requests must: 


March 1995 


be written in Spanish; 
indicate the name, business activity, and address of the applicant; 


indicate the name of the authority to whom it is directed and the purpose of 
the application, including the specific area indicated in article 509(1) of the 
treaty that concerns the subject of the ruling; 


indicate if necessary the address for receiving notifications and the name of 
the person authorized to receive them; 


point out if an application has been made or obtained for an advance ruling 
concerning the same good, or if the applicant knows of anyone else who 
has applied or obtained an advance ruling in relation to the same good; 


indicate if the good which is the subject of the advance ruling is being 
investigated for a verification of origin, or is under review or appeal; 


be signed by the interested party or someone legally authorized to sign on 
the party’s behalf, unless the applicant cannot sign, in which case the 
applicant’s thumb print will suffice. If the application is not presented by 
the interested party, it must be accompanied by an authorized power of 
attorney designating another to sign in the party’s stead. 


be accompanied by all necessary information enabling the customs 
authorities to rule on the matter which is the subject of the advance ruling. 
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3.4.2 Specific Information 


To provide the necessary information enabling customs authorities to issue a 
ruling on the matter in question, it is recommended that the following 
information be provided. 


e When the tariff classification of a good is the subject of the advance ruling: 


¢ a copy of the pertinent classification ruling issued by the competent 
authorities in Mexico, if applicable; and 


¢ sufficient information to permit customs authorities to determine the 

tariff classification of the good, which could include: 

e the tariff classification that the applicant considers applicable and the 
reasons for this opinion; 

¢ acomplete description of the good, including if necessary its 
composition, the description of its production process and packaging, 
its use, and its commercial designation in common or technical terms 
and accompanied when necessary by samples, catalogues, drawings or 
photographs. 


@ When an advance ruling involves application of a rule of origin that 
requires the determination of whether the non-original materials used in the 
production of the good satisfy an applicable tariff classification change: 


¢ a statement of all the materials used in the production of the good, 
indicating for each one if it is originating, non-originating, or origin 
unknown; 


a description of all originating materials pointing out the basis on which 
they are considered as originating; 


a complete description of all non-originating materials or unknown 
materials and whatever information is necessary to determine the tariff 
classification of these materials; and 


¢ a description of all operations used to produce the good, the place in 
which each operation was carried out and the order in which they 
occurred. 


e When the advance ruling involves calculation of the regional value content, 
the applicant should include the method or methods by which he wishes the 
RVC to be determined. 
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e When the advance ruling involves use of the transaction value method: 


¢ the information necessary to calculate the transaction value of the good 
according to Annex II of the Uniform Regulations with respect to the 
producer’s transaction, adjusted for FOB delivery; 


¢ the information necessary to calculate the value of each of the 
non-originating materials and materials of unknown origin used in the 
production of the good, according to section 7 and when applicable 
subsection 6(10) of the Uniform Regulations; and 


¢ a description of all originating materials used in the production of the 
good pointing out the reason they are considered originating. 


® When the advance ruling involves use of the net cost method: 


© a statement of all product costs in the period and other relevant data for 
determining the total cost of the good; 


® a statement of all excluded costs that should be subtracted from the total 
cost of the good in order to determine the net cost of the same; 


¢ the information necessary to calculate the value of each of the 
non-originating materials and materials of unknown origin used in the 
production of the good, according to section 7 and, where applicable, 
subsection 6(10) of the Uniform Regulations; 


¢ the basis for the allocation of costs used in accordance with Annex VII 
of the Uniform Regulations; and 


¢ the period in which the calculation of the net cost must be applied. 


@ When the advance ruling involves determining whether the transaction 
value is acceptable or not: information enabling the authorities to 
determine if any of the circumstances exist which are described in 
Annex III of the Uniform Regulations. 


3.5 Incomplete applications 
When the above-mentioned requirements are not met, the authorities will notify the 
importer, exporter, or producer, who is allowed a period of 30 days to provide any 


additional documentation or information. If the information is not forthcoming in this 
period of grace, the application will be considered withdrawn. 
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3.6 Deadline for issuing advance rulings 
The authorities must issue an advance ruling within 120 days from the date that all the 
required information to answer the application was presented. When the applicant must 
comply with other requirements or provide necessary details for a ruling, the term will 
begin on the date that all the requirements are completed. 
If the period of 120 days elapses without a ruling, the authorities are deemed to have 
denied the application and the interested party may begin the process of review and 
appeal. 
3.7 Date from which an advance ruling takes effect 


An advance ruling comes into effect on the date of issue, or on a previous date if 
indicated in the ruling. 


3.8 Modification or revocation of an advance ruling 
3.8.1 Applicable cases 
e An advance ruling can be modified or revoked in the following cases: 
e if the ruling is based on an error of fact; 


e if the ruling is based on an incorrect tariff classification; 


if there is an error in calculating a regional value content according to 
Chapter 4, "Rules of Origin"; 


e if there is an error in applying the rules to determine whether a good 
qualifies as originating according to Annex 300-B, Annex 302.2 or 
Chapter 7; 


if there is an error in applying the rules for determining whether a good 
is a qualified product under Chapter 7; 


if there is an error in the application of the rules which determine if a 
good which returns to a territory after being exported from its territory 
to that of another Party for repair or alteration, qualifies to receive free 
tariff treatment according to article 307; 


e When the rule does not agree with an interpretation made by the Parties 
with respect to Chapter 3, "National Treatment and Market Access for 
Goods", or with Chapter 4, "Rules of Origin"; or 
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e When there is a change of circumstances, or in the grounds on which an 
advanced ruling is based. 


3.8.2 Effective date of a modification or cancellation of an advance ruling 


The moment when an advance ruling is modified or revoked shall be the date on 
which the modification or revocation is issued, or at a later date stated therein. 

It shall not be applied to importations of a good that have occurred prior to that 
date, unless the person has not acted in accordance with its terms and conditions. 


3.9 Appeal of an advance ruling or the modification or revocation 
of an advance ruling 


Advance rulings, or the modification or revocation of advance rulings, are subject to the 
following appeals: 


@ the appeal procedure provided in title 5 of the Cédigo Fiscal de la Federacién. This 
remedy must be exhausted before a petition for reversal can be filed with the Tribunal 
Fiscal de la Federacion; 


@ a petition for reversal as provided in title 6 of the Cdédigo Fiscal de la Federacién. 
Note: Please see Chapter 7, "Review and Appeal". 
3.10 Confidentiality 


Under article 507 of the treaty and article 69 of the Cddigo Fiscal de la Federacién, 
authorities are required to maintain the confidentiality of business information provided 
for purposes of advance rulings, and must protect that information from disclosure that 
could prejudice the competitive position of the persons providing the information. Such 
confidential business information can only be disclosed to those authorities responsible for 
determinations of origin, and the administration and enforcement of customs and revenue 
matters. 


4. References 


The rules which are used to regulate the issuance of advance rulings are to be found in 
article 509 of the treaty and in the rules 67 and 76 of the Resolution published in the Diario 
Official de la Federacién of December 30, 1993, as well as in the Cédigo Fiscal de la 
Federacién and the Ley Aduanera. 
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Annex 1: Example of an application for an advance ruling 
(Translation) SMITH Company 


Lic. Mario Lépez Gonzdlez 

Director of International Legal Procedures 
Direccién General de Politica 

de Ingresos y Asuntos Fiscales Internacionales 
Av. Hidalgo, No. 77, Médulo 4, 4° Piso, 
Col. Guerrero, C.P. 06300 

Mexico, D.F. 


Dear Sir: 


John A. Smith, as legal representative of the firm Smith Company of which I am the owner, 
as attested in public register number 12,344 of February 10, 1993, as witnessed by 

Jack Jones, notary public number 1001 in the city of Minneapolis, Minnesota, U.S.A., 
legalized before the Mexican Consulate of the same city and officially recognized to receive 
communications at the house marked with number 100 in Summit Street, Minneapolis, 
Minnesota, Zip Code 56000, as indicated in article 509(1)(e) of the North American Free 
Trade Agreement, request from you the issuance of an advance ruling for a good described 
below in order to determine if said good is originating according to NAFTA rules of origin. 


The firm that I represent produces leather bags. The tariff classification for these bags is 
42.02.11.01 under the Tarifa de la Ley del Impuesto General de Importacién Mexicana 
(Harmonized Tariff System) according to the information enclosed. 


All the materials which are used in the production of the leather bags are originating in the 
North American region because all were acquired in Mexico or the United States, and the 
producers of these materials have provided a list and a certificate of origin for each one of 
them, for which I am enclosing a copy. 

I declare that the above contains only truthful information and that I have never before 
applied for an advance ruling for these goods and that the goods in question are not subject 
to a verification of origin or a review or appeal determination. 


Yours faithfully, 


John A. Smith 


March 1995 Mexico’s Customs Procedures 


Table of Contents 


dt oy ANELOCUCHION A cr oaeer ewe MMe an tee eno, occa ee MSs Pea) oo iS lo. sas sene dares eran 4-] 
2S): SPULDOSE 2: ware tae RE reas so ooo ag 2 ili See's wp Besa ke betes, A 4-] 
3.» \PTOCECUTC ane 2 eC ok. 65 een eels cs 4.4 si ah ae gees 4-] 
3.1 People legally recognized to clear goods through customs ............ 4-] 

3, 2a PLOCequresmoOmilemmpOltation Ol SOOUS mmremtn se cae os 6 6% Oh eee 4-2 

Oren eeDOCUMeNtAtON 20. «ie Moree econ bk a wa Gene eae 4-2 

377.2 a eCOntmoutions that are aSsessedmfOmsmports 72. .....8 67820: 4-4 

325) DESCrIpuOn Oiler enelalplOCCCUIG meme sy 615. ss oe ets eos 4-5 

aor ee TOCeCULe Ol LOaG. tiailiCememnrn cesta she coo sic uss a a ec eeeme oe 4-6 

eden mm ETOCeCUTe TOL Sa (ralliC PaMmEr eee awe. aia t's 42 Rete Cee 4-6 

St CO umETOCCOULCAOL- all: (ral [Ce emmnE nee 2c Ld, soe nats aoe 4-7 

37354 Se PTOCCGUTE MOL. ZOOUS IN ianslUmeses. aiey ss is) 6 eels 4. Gon Soe ee eeeene 4-7 

eos ome EOCEGUTE OT, DOStal traltiCumemrrt ates. 3) ci coc -<. S.v *s Wale tee 4-7 

O24 BSA pli y epee nee Cheers O00. tem SPs co oe oe Sei CY. ree ag aes 4-7 

4... (irreg ularitieswemee ements mame ei Wes RRR RE iets ch ios xa iivas os es ws, yarrad eee ee 4-7 
A Pe IT Ste SPCC HON CULL Palais. $: ny Se RT on. oS S00) coed «Goa ere 4-8 

CRIES VENTURE COPED Cote ae ec: ho ES Ls SO a ev eae 4-8 

4.3 Administrative procedures for sanctions in customs matters ........... 4-8 

A AAT TRESOIUULON geraae a earee rece saints Ween 61 (oa Pint (As) caine kieass ova ee MeN Ge ATS 4-9 

5. .importsoundermprererentialetanitmtreatmen tare aah 1m 6 ns cae ae eels 4-9 
5.1 Annexes to the Tarifa de la Ley del Impuesto General de Importacién ..... 4-9 

Dt eu CO CHIIICALC OLZOTI LIN et mpm nn meee tee. Leck oe. y. 14. eee seein eee 4-9 

D3 OUOLAS mir rata ws nara ate RT Clea Pee Ble iia es Lea ot ate Maule e sa 4-10 

D4 eliinicate Ot Onl PINs tOmtarmi Products paw... ns Wo. oe als. ease em ee 4-10 

SS aR AXE UOLAS Wi.) te emer ee AD Te here” cael Sls was os eos & eee 4-10 

DOr ScasOhial aliitS:.« ) ammeter ef. 5. sous ola tel ony a fe Led emne 4. aeees 4-10 

>; LS PeCialasalCOLATCS | jum ae ee OUR rt. s ca Saas eee Sen AMR os Maa 4-10 

DO OMET SAL OUATC Sin’, Gamma Ree cfs Sh Os PN ena seco ace 4-1] 

6., -RELCTED COSMR aera fare. PME a a gs. ca case eet oh Snel rte & 4-11 
Annex:1: Procesamiento: pararimpemacion defmitiva. 2... ~s0. sess 1) ee eee 4-12 


March 1995 Mexico’s Customs Procedures 


ae 


1. Introduction 


Foreign trade operations are carried out by means of an entry form which must be used in 
order to move merchandise through customs procedures. These procedures have to fulfill 
certain formalities established in the customs legislation, including the presentation of the 
necessary documents for entry and exit of merchandise, and the people legally recognized to 
promote customs procedures, among others. 


2. Purpose 


This chapter informs interested persons of the procedure that should be carried out to import 
or export merchandise, from its arrival at customs through its departure. 


3. Procedure 


3.1 People legally recognized to clear goods through customs 


According to the Ley Aduanera, everyone who imports or exports merchandise into 
national territory, is obligated to follow certain instructions, whether they are proprietors, 
owners, designators, addressees, appointees, customs agents, or anyone who has 
intervened in the introduction, departure, custody, storage, and handling of the 
merchandise (article number 1, second paragraph). 


The agents or customs representatives act as legal representatives of importers and 
exporters in all actions and notifications that are derived from customs procedures 
(article 26-A of the Ley Aduanera). 


Customs agents are solely responsible for paying foreign trade taxes and other 
contributions, as well as the countervailing duties that occur as a result of the introduction 
of merchandise into national territory, in those customs entries where they intervene 
personally or by means of their authorized employees (article 41 of the Ley Aduanera). 


Customs clearance is the set of acts and formalities, relative to the entry and departure of 
goods to and from national territory, that according to different movements and customs 
authorities must be carried out in customs by fiscal authorities and the receivers or 
designators for imports, and the addressees for exports, as well as the agents or customs 
representatives where applicable (article 5 of the Ley Aduanera). 
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Only the following are legally recognized to clear goods through customs: 


® customs agents appointed to the relevant customs office; 

@ the person or company that acts by means of a customs representative; or 

@ agents or customs representatives authorized to act in customs offices other than their 
local office. 


As an exception to the above, individuals distinct from the agents or customs 
representatives, can promote customs entry only and exclusively in the following cases. 


Passengers arriving from international trips can personally clear additional goods not 
included in their luggage according to the terms described in articles 28 and 60(2) of the 
Ley Aduanera. This merchandise, excluding allowances, cannot exceed the equivalent in 
national currency of US $1,000, and the merchandise must be found in the list which 
appears in rule 41 of the "Resolucién que establece para 1994 Reglas Fiscales de Cardcter 
General relacionadas con el Comercio Exterior", published in the Diario Oficial de la 
Federacién on March 28, 1994. 


Additionally, computer equipment can be imported, without using the services of the 
customs agent or representative, provided that the resulting value of the merchandise 
added to that described in the above paragraph does not exceed US $4,000 or its 
equivalent in foreign currencies. 


Passengers who opt to pay the corresponding duties according to the rules here 
established, should apply to the value of the goods, minus the allowance to which they are 
permitted, a global tariff of 20.8%, provided that the goods do not show trademarks, 
labels, or tags that indicate that they are originating from countries outside of NAFTA. 
This payment should be made by means of the customs declaration for passengers. 


Imports made through the postal service should only be conducted by customs agents or 
their representatives, when the interested party asks for an estimate of the taxes. In other 
cases the taxes will be decided by customs authorities (article 60). Also, in those cases 
referred to in article 76(2) of the Ley Aduanera, an entry form is not required, nor is it 
necessary to use the services of the customs agent or representative. However, the 
official form for general fiscal rules published by the Treasury Department should be 
presented. 


3.2 Procedures for the importation of goods 
3.2.1 Documentation 
According to article 25 of the Ley Aduanera, those who import or export 


merchandise are obligated to present a customs official entry form approved by 
the Secretaria de Hacienda y Crédito Publico. 
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Customs agents, once they have collected the necessary documentation, should 
fill out the import entry form according to the instructions published in Annex 20 
of the Resolution published in the Diario Oficial de la Federacién on 

March 29, 1994. 


The entry form must contain the references to the customs authorities to which 
the goods are directed, and necessary information to determine the foreign trade 
tariff payment and the countervailing duties where applicable. 


For such conditions the customs agents can inspect the merchandise to ensure 
that the information presented in the entry form is correct. 


The following documents should be presented along with the entry form: 


e the commercial invoice that refers to the imported merchandise when the 
customs value of the goods is determined according to the transactional 
value, and the value of such goods is greater than US $300 or its 
equivalent in other foreign currencies; 

e the bill of lading for maritime traffic or for air transport, both validated by 
the transporting company; 

e the certificate of origin when the origin of the goods must be established 
when their value exceeds US $1,000; 

e documents in which the guarantee declares a value less than the estimated 
price established by the Treasury Department; 

@ documents that prove compliance with non-tariff requirements in terms of 
restrictions or regulations for imports where applicable. 


The non-tariff restrictions and regulations are exclusively those established 
according to the Secretary of Commerce and Industrial Development, or where 
applicable together with other competent federal executive dependencies, and 
where published in the Diario oficial de la Federacidén, and identified in terms of 
the tariff item and description that corresponds to the Tarifa de la Ley del 
Impuesto General de Importacion. 


When the importation of any merchandise is subject to a permit from the 
Secretarfa de Comercio y Fomento Industrial, it will be necessary to fulfill all the 
directions that are established by the dependence in the respective permit. This 
includes the authorized customs agent, who will process the permit, the country 
of origin of the merchandise, and the characteristics of the same. 
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3.2.2 Contributions that are assessed for imports 


general tax for importation; 

value added tax (IVA); 

tax on new cars (ISAN); 

special tax on production and services (IESPS); and 
customs fees (DTA). 


The general tax for importation, except for that mentioned in the Tarifa de la Ley 
del Impuesto General de Importacion or in the Ley Aduanera, can be calculated 
in two ways: according to the dutiable value of the merchandise that will be 
imported, applying the tariff rate that corresponds to the classification of the 
merchandise, (according to the rate given or in the Tabla de Desgravacién de 
Mexico, following NAFTA) or the value that corresponds in terms of articles 48 
through 55 E of the Ley Aduanera. 


The value added tax is assessed on importation and is determined by applying a 
rate of 10%, where the value is not considered at a zero rate, as in those cases 
that are included in article 25 of the Ley del Valor Agregado. In the case of 
tangible imported goods, the value that is used for general tax purposes will be 
considered, adding to the sum of the latter tax, and others that have to be paid on 
some imports including, where applicable, the countervailing duties. (article 27 
of the value added tax). 


The tax on new cars is assessed on the importation of new cars, and is 
determined by the value that is considered for the purposes of the Impuesto 
General de Importacién, adding the sum of the before-mentioned tax and other 
taxes that have to be paid on imports, with the exception of the value added tax. 


The special duty on production and services is assessed with the idea of taxing 
certain goods, and will be applied at the following rate: 


e 22% for beer or beverages with an alcohol content up to 6° GL; 

e 21.5% for alcoholic beverages with an alcohol content up to 13.5° GL; 

e 30% for alcoholic beverages with an alcohol content between 13.5° GL 
and 20? GL; 

e 44.5% for alcohol, brandy and alcoholic beverages not contained in the 
three points above, as well as for their concentrates; 

e 139.3% for cigars; 

@ 20.9% for popular cigars without filters, made with dark tobacco and 
measuring 77 mm long, and whose price to the public on the 1st of January 
of each year does not exceed the price established by the Mexican 
Congress, as well as cigars, pure tobacco, and ground tobacco; 
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e for gasoline or diesel, the rate will be established according to the type of 
gasoline in question; and 
e 60% for natural gas for automotive consumption. 


Customs fees are calculated at the fixed rate of .0008% on the value of the 
merchandise that will be imported, and are assessed for any kind of customs 
operation (article 49 of the Ley Federal de Derechos). 


Countervailing duties are assessed on the importation of merchandise which has 
been imported under conditions of price discrimination or through price subsidies 
in the country of origin, according to the rules established in the Ley de 
Comercio Exterior. 


3.3 Description of general procedure 


Customs agents fill out the customs entry form and determine the taxes, having all the 
necessary documentation for this operation, and then proceed to pay such taxes at the 
bank module located in customs. 


Once the taxes and other fees have been paid, the merchandise is presented with the 
customs entry form at the random selection module where the mechanism which 
determines whether or not a customs inspection must be made will be activated. 


In no case will the mechanism of the random selection be activated if the merchandise 
declared in the customs form is not found in the fiscal zone, except in the case of owner’s 
premises clearance. 


When the random selection mechanism determines "free passage", the merchandise will 
be cleared immediately with no customs inspection and driven away from the fiscal zone, 
thus concluding the operation. 


If an inspection is required, customs authorities will carry it out in front of the person 
who has presented the merchandise, and will check the documentation and verify the 
exactness of the information presented before the merchandise leaves the customs premise. 


Once the customs inspection has been carried out and no irregularities found, another 
mechanism of random selection will be activated by the person who presented the 
merchandise, to determine if it will be subject to a second inspection. 


In case of irregularities during the first inspection, the agent or representative can request 
a second inspection of the merchandise. 
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If as a result of activating the random selection mechanism for the second time, it is 
determined that a second inspection of the merchandise is not required, the goods are 
immediately cleared. If an inspection is required, it will be carried out by private 
inspectors authorized by the Treasury Department. 


The first and second customs inspections consist of documentary review and physical 
examination of imported or exported goods, such as samples, in order to cover all the 
details which support the declared statement, e.g. units of measurement, number of 
articles, volume, description, nature, state, and other data that characterize the 
merchandise, and permit its identification. 


The customs authorities, on request of the interested party, can authorize customs 
inspection and other services to be carried out in locations outside the customs area by its 
personnel (despacho a domicilio). According to the Resolution that establishes "Reglas 
Fiscales de Cardcter General for 1994 related to the Comercio Exterior", published in the 
Diario Oficial de la Federacién on March 28, 1994, customs can offer inspection services 
outside the customs precinct when the fiscal areas destined for such use are insufficient to 
serve the public, as long as these are not carried out on private property. 


As an exception to the above, the same Resolution establishes that samples for customs 
inspection can be taken at the importer’s address in the case of sterile, radioactive, or 
dangerous merchandise, or when special equipment or installations are required. 


3.3.1 Procedure for road traffic 


This procedure is the same as the general procedure described in section 3.3., 
except that on payment of the corresponding taxes, three days are allowed for 
presentation of the merchandise at the random selection module for the first 
inspection when the merchandise is transported in road vehicles, and twenty days 
if transported by train (article 58(2) of the Ley Aduanera). 


3.3.2 Procedure for sea traffic 


Sea traffic involves large-volume merchandise, mainly in bulk form. Customs 
clearance is therefore carried out with a single entry which covers all similar 
merchandise carried in the ship. Payment of taxes is made before final unloading 
of the merchandise, since entry annexes are used for partial unloading (Parte II), 
according to progress in the unloading of the ship (Rule 34 of fiscal matters). 
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3.3.3 Procedure for air traffic 


This procedure is the same as the general one, except that the airlines which 
introduce the goods must unload them directly from the plane on their own 
transport which will be driven along the fiscal route, under their own 
responsibility, to the customs entrance, where they will be registered and 
assigned to the corresponding fiscal precinct. 


3.3.4 Procedure for goods in transit 


In this procedure, the customs agent must fill out a special customs transit form, 
as well as a "valuation form" which guarantees that the merchandise will get to 
its final destination, and submit a notice of transit to customs. 


In order to carry out operations under this system, registration on a transit list 
controlled by the Administraci6n General de Auditorfa Fiscal Federal is required. 


The transit of merchandise must be carried out within maximum periods set out 
by the Secretaria de Hacienda y Crédito Publico, according to the General Rules. 


3.3.5 Procedure for postal traffic 


When goods are cleared through the postal service, it is important to note that 
the parties concerned do not intervene directly in the operation, since the 
merchandise remains under the control of the postal service and the vigilance of 
the customs authority, which determines the taxes on presentation of the 
merchandise by the postal employees, including the countervailing duties. At 
that time, payment will be made within five working days following notification 
of the ruling, provided that the value of the goods does not exceed US $1,000 or 
its equivalent in national or foreign currency, in which case the interested party 
should retain the services of a customs agent. 


3.4 Sampling 
When merchandise which is difficult to identify is being introduced into the country, such 
as chemicals, textiles, leather finishings, or treated paper, it is necessary to take samples 


of these goods. This is a free service carried out by specialized personnel from the 
Unidad de Asesoria Técnica y Muestreo, assigned to the relevant customs offices. 


4. Irregularities 


There are two kinds of irregularities, minor and serious. Minor irregularities are those 
which do not give rise to attachment of the merchandise. Serious irregularities result in 
attachment, as seen in the following situations. 
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4.1 _ First inspection ruling 


At the time of inspection, a ruling must be drawn up which includes all data that permits 
identification of the merchandise, relating it to its customs entry form. Also, in the case 
of detection of an irregularity which does not result in attachment of the merchandise, a 
statement will be made which lists the acts or omissions observed, in which the taxes and 
countervailing duties will be decided, applying the corresponding fines on a temporary 
basis. 


4.2 ‘Tariff disputes 


When a tariff classification dispute occurs, the administrator will call a meeting of the 
"technical advisory group", which will consist of the administrator (as chairperson), a 
customs inspection officer, the customs agent involved in the inspection, a representative 
of the Association of Customs Agents for the region, and the department head for legal 
affairs in customs. The objective of the meeting will be to come to an agreement in the 
matter. If no agreement is reached, the administrator will make a provisional decision. 


4.3 Administrative procedures for sanctions in customs matters 


This procedure takes place when merchandise is attached following the first or second 
customs inspection, verification of the merchandise in transit, or by means of checking the 
documents and the goods. 


According to customs law, merchandise will be attached when: 


@ it is introduced into the national territory at an unauthorized point; 

@ itis prohibited or subject to non-tariff restrictions or regulations which have not been 
met; 

@ the customs documentation is unacceptable in terms of required procedures for its 
introduction into national territory. For passengers, only undeclared goods will be 
attached; 

@ according to the first or second inspection, or verification of the means of transport, 
the volume of goods exceeds the amount declared on the customs entry form by more 
than 10%, provided that transport is by road; or 

@ cargo vehicles bring imported goods into the fiscal precinct without the corresponding 
customs entry form for clearance. 


The attachment of merchandise can be substituted by guarantees which are established by 
the Secretaria de Hacienda y Crédito Publico. 
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4.4 Resolution 


Once the official document to initiate administrative procedures in customs matters is 

produced, the interested party has 10 days to present evidence and pleas. If the legal 
status of the goods in the country is so established, customs will immediately instate a 
provisional ruling ordering the liberation of the attached goods. 


5. Imports under preferential tariff treatment 


The procedures to import into Mexico under NAFTA are the same as those applied to all 
imports and exports. Changes can be seen only in the applicable tariffs, and all goods 
imported under preferential tariff treatment must be classified as regional goods and comply 
with origin certification requirements. 


5.1 Annexes to the Tarifa de la Ley del Impuesto General de 
Importacion 

When NAFTA came into effect, an appendix was published to the Tarifa de la Ley del 

Impuesto General de Importacién, which is the tariff exclusively for NAFTA, published 

on December 28, 1993, in the Diario Oficial de la Federaci6n. 

5.2 Certificate of origin 

The certification of origin is closely related to the rules of origin, which can be defined as 

the set of requirements that products must fulfill in order to be considered as originating 

in a certain country. 

Proof that goods originate from a region is in the form of a certificate of origin, which is 

a standard document used by the three countries that can be filled out in any of the three 


languages, and is valid for a 4-year term after signing. 


A copy of the certificate is sufficient to request preferential tariff treatment under 
NAFTA. 


This document can be signed by the producer or the exporter. 
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5.3 Quotas 


When NAFTA came into effect, a quota certificate for certain imports was established, 
which is used to control the quotas established under NAFTA. The term quota means that 
a certain quantity of goods may enter tax-free for a certain period of time set out on the 
certificate. 


These documents are issued by the Secretaria de Comercio y Fomento Industrial, on 
special paper, and are granted only to authorized companies. 


5.4 Certificate of origin for farm products 

As a general rule, and in accordance with article 25 of the Ley Aduanera, the certificate 
of origin must not be annexed to the customs entry form, with the single exception of 
certain agricultural products imported under NAFTA, which must be accompanied by a 


certificate of origin. 


Agricultural products include Chapters 1 through 24 according to the Harmonized System 
(except fish and fish products). 


5.5 Tax quotas 

Under NAFTA, a tax quota is the mechanism established for the application of a certain 
tariff rate for the importation of a particular product up to a determined quantity (amount 
within the quota), and a different rate for imports of the same product that exceed the 
limit. 

Tax quotas for agricultural products are set out in the Agreement. 


5.6 Seasonal tariffs 


These variable tariffs were established in the Agreement. The applicable preferential 
tariff rate will vary depending on the date of importation. 


These tariffs are applied to the merchandise that is listed in tariff classifications mentioned 


in Appendix A of the Tarifa de la Ley del Impuesto de la Ley General de Importacion, 
related to NAFTA, under the code ES. 


5.7 Special safeguards 


Special safeguards in the form of tariff quotas are applied to agricultural products with the 
aim of protecting this sector, since there are recognized and significant differences among 
the three countries. 
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5.8 Other safeguards 
These conditions can be adopted by NAFTA member countries as an emergency measure 
to avoid imports from a member that, taken alone, represent a substantial part of total 
imports, and as such contribute in an important way to serious damage and threat caused 
by such imports. In this situation the question of whether the imports come from several 
countries will also be considered. 
To apply the above, it is necessary to follow the conditions established in the treaty, and 
according to a procedure also established, the country or countries that apply the measure 


should notify the others so that they can investigate the situation at their proper 
convenience. 


6. References 
Ley Aduanera 


"Resolucion que establece, para 1994, Reglas Fiscales de Cardcter General, relacionadas con 
el Comercio Exterior" 


Tarifa de la Ley del Impuesto General de Importacién y su Apéndice 
Ley del Impuesto al Valor Agregado 

Ley del Impuesto sobre Automéviles Nuevos 

Ley del Impuesto especial sobre Produccion y Servicios 

Ley Federal de Derechos 


Tratado de Libre Comercio de América del Norte 
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1. Introduction 


In order to carry out the commitments established in NAFTA, importers have been faced 
with the necessity of recouping the taxes paid for foreign trade for cases where they wished 
to claim preferential tariff treatment for goods being imported, and such treatment was not 
granted at that time. 


2. Objective 


This chapter explains the requirements as well as the procedures needed to obtain repayment 
of taxes paid in excess once the goods have been granted preferential tariff treatment. 


3. Procedure 


According to article 502(3) of NAFTA, importers who could have requested preferential 
tariff treatment and did not obtain it at the time of importation because they did not have the 
corresponding certificate of origin or for any other reason, can apply within a period of one 
year, counted from the date of the importation, for the repayment of taxes paid in excess, 
from the relevant Administracidn Especial 0 Local de Recaudacioén by means of Form 32 
(Annex I) and with the following accompanying documentation: 


® a written statement declaring that the good qualified as originating at the time of 
importation; 

®@ a copy of the certificate of origin; 

@ the entry document; and 

® a copy of the adjusted entry document. 


When the adjusted importation documents are considered, as permitted in article 62 of the 
Ley Aduanera, and this establishes a balance in favor of the importer, repayment or 
accreditation of the taxes paid in excess can be requested, provided that the above 
requirements are met. 
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4. References 
Cédigo Fiscal de la Federacién, article 22, Rules for Reimbursement 


North American Free Trade Agreement, Chapter 5 (article 502 (3)), published in the 
Diario Oficial de la Federacién 20 December 1993 


Ley Aduanera, article 62 
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1. Introduction 


In article 506 of NAFTA, the United States and Canada agreed to give Mexican officials the 
right to examine the books and records of U.S. and Canadian exporters and producers to 
verify the origin of goods. This is to determine whether goods imported into Mexico under 
the preferential tariff treatment and supported by a certificate of origin qualify as originating 
under NAFTA (Chapter 4). 


2. Purpose 
This chapter explains in simple terms the process and significance of an origin verification. 
3. Procedures 


Before initiating an origin verification, the importer shall submit to the Secretaria de 
Hacienda y Crédito Publico (SHCP) a copy of the certificate of origin used to request 
preferential tariff treatment. 


The SHCP will then request additional information to that stated in the certificate of origin to 
verify the validity of information supplied on the certificate, using the following means: 


@ questionnaires or verification letters submitted to the exporter or producer of the good, or 
any other method used by the customs authorities to request additional information on the 
good being verified; or 


@ verification visits to, and audits of, the exporter or producer of the good, to inspect the 
premises used to produce the good and to examine the relevant accounting records. 


3.1 Written questionnaires and verification letters 


By means of a written questionnaire or verification letter, the SHCP may request 
information from the exporter or producer of the good imported into national territory, 
provided that the corresponding good is specifically mentioned. It may also request 
declarations, reports, and other documents that permit verification of the origin of the 
good. 
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In addition, any information voluntarily provided to the importer by the exporter or 
producer and submitted by the importer to the SHCP will be helpful in determining the 
origin of the good. Failure to supply this information will not necessarily result in 
preferential tariff treatment being denied. 


The questionnaire or verification letter should be sent by the SHCP to the exporter or 
producer using certified mail with proof of receipt, or using any other means even if it 
doesn’t provide proof of receipt. 


There are five types of questionnaires which the SHCP may send to exporters or 
producers in the U.S. or Canada: 


@ questionnaire for goods wholly obtained or produced in the territory of a NAFTA 
country or countries; 

@ questionnaire for goods wholly obtained or produced from originating materials in the 
territory of a NAFTA country or countries; 

@ questionnaire for goods produced from non-originating materials which are subject to 
a tariff classification change under NAFTA (Annex 401); 

® questionnaire for goods with a regional value content calculated using the transaction 
value method; and 

@ questionnaire for goods with a regional value content calculated using the net cost 
method, and for goods which must satisfy this requirement under article 402.5 of 
NAFTA. 


In addition, the Secretaria de Hacienda may also send a questionnaire asking general 
questions on the company’s structure, organization, administration, and performance, as 
well as specific technical information about the origin of the exported good not provided 
on the previous documents. 


Where Canadian or U.S. customs authorities so require, and 30 calendar days have passed 
since a questionnaire or verification letter was mailed to an exporter or producer of these 
countries by a method which does not permit confirmation of receipt and the SHCP has 
not received the information requested, the SHCP will send a second questionnaire or 
verification letter using a method with proof of receipt, where it is possible to attach a 
written statement which indicates whether the good is qualified as originating or not. 


In addition, this statement will advise that the SHCP intends to deny NAFTA preferential 


treatment if the exporter or producer fails to provide the information required within a 
second 30 day period. 
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$52 Verification visits and audits 


The SHCP must notify the exporter or producer in writing of its intention to conduct a 
verification visit or audit, using certified mail or another service with confirmation of 
receipt. 


The following information shall be included in the written notice issued by the SHCP: 


the identity of the customs authority issuing the notice; 

the name of the exporter or producer whose premises are to be visited; 

the date and location of the verification visit or audit; 

the purpose and scope of the verification visit or audit, indicating the specific good or 

goods to be verified; 

@ the names and official posts of the personnel in charge of the verification visit or 
audit; and 

@ the legal basis of the verification visit and audit. 


Verification visits are carried out when: 


@ goods have been obtained or produced entirely in the territory of a NAFTA country or 
countries; 

@ goods have been wholly produced from materials of a NAFTA country or countries; 
or 

@ the specific origin rule that applies to the goods is based entirely on a tariff 
classification change. 


Audits are conducted when a detailed examination of the following is considered 
necessary: 


@ all records pertaining to the origin of the good, including purchase, costs, payments, 
and value of the good; 

@ all components and materials used in the production of the good, as well as the 
inventory management control system; or 

@ the manufacturing process of the good to the point at which it is ready for export to 
Mexico from a territory of a NAFTA country. 


The exporter or producer is entitled to have two observers present during a verification 
visit or audit. These observers are to be identified to the SHCP, and can act only as 
observers. The verification visit or audit will not be delayed if the observers are not 
present. 
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A verification visit or audit may be postponed for up to 60 days upon the written request 
of U.S. or Canadian customs authorities. Such a request should be submitted to the 
SHCP within 15 days following the day after the date the notification is received. 


Delay of a verification visit does not mean that the good is to be considered as 
originating. 


3.3 General information 
In addition, the SHCP may verify the following: 


@ the tariff that is applicable to an originating good under NAFTA Annex 302.2, which 
establishes the tariff rate reduction; or 

@ in the case of an agricultural good, a determination of whether it is a qualifying good, 
according to NAFTA Annex 703.2. 


3.4 Rulings issued after verification visits 


The SHCP will provide the exporter or producer with a written statement confirming 
whether the good is qualified as originating or non-originating, including the findings and 
legal basis. 


When the SHCP denies preferential tariff treatment following origin verification, a notice 
will be sent to the exporter or producer of the good who, in turn, shall notify all parties 
who received a certificate of origin of the result. 


3.5 Exemptions for origin verification 


When the producer decides to calculate the regional value content through the net cost 
method, the SHCP may not verify such estimates until the fiscal period for which the net 
cost method has been chosen has elapsed. 


If the producer’s books and records fail to satisfy the Generally Accepted Accounting 
Principles in the producer’s country, the SHCP will allow the producer a 60-day period 
after the verification visit or audit date of notification to produce a record of costs 
according to those principles. 
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3.6 Denial or suspension of preferential treatment 
The SHCP will deny preferential treatment in cases where: 


@ the exporter, producer or importer fails to keep the relevant books and records needed 
for an origin determination of the good; 

@ the customs officers or auditors are denied access to the importer, producer, or 
exporter’s accounting books and records; 

@ the producer or exporter fails to respond to a questionnaire, verification letter or 
request for information within 30 days of receiving notification; or 

@ the producer or exporter does not consent to a verification visit or audit within 
30 days of receiving notification. 


If the verification visit discloses that a U.S. or Canadian producer or exporter has 
repeatedly submitted false and non-substantiated declarations concerning a good exported 
to Mexico as an originating good, the SHCP will suspend preferential treatment for all 
identical goods produced or exported to Mexico by that exporter or producer, unless that 
person provides evidence to the contrary. 


Preferential tariff treatment will be denied when the exporter or producer does not 


respond to a secondary questionnaire or verification letter within 30 days of receiving 
such documents. 


4. References 


Diario Oficial de la Federacién, dated December 20, 1993 (Chapter 5, articles 506, 511, and 
514, NAFTA). 


Diario Oficial de la Federacién, dated December 30, 1994, Reglas 35-66, Seccidén VII, 
Titulo III of the Resolucién which outlines the application of NAFTA provisions in customs 


matters. 


Ley Aduanera (art. 3 last paragraph). 
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1. Introduction 


Articles 510, 1804, and 1805 of NAFTA extend the same right to U.S. and Canadian 
exporters or producers as to Mexican citizens to request reviews of, and appeals to, final 
rulings issued by Mexican, U.S. or Canadian customs. 


2. Purpose 


This chapter describes the procedures to request a review of, or to appeal a ruling from 
customs authorities under NAFTA. 


3. Procedures 


3.1 Types of determinations subject to review and appeal: 


@ a ruling derived from an origin verification as a result of an origin determination 
denying preferential tariff treatment for a good, once the producer or exporter, who 
filled out and signed the corresponding certificate of origin has been notified 
(article 506); 


® a ruling based on country of origin marking, in which the customs authority 
determines that the marking does not comply with the applicable origin marking rules 
of the NAFTA Party in question to be considered a Mexican, U.S. or Canadian good; 
or 


@ a ruling derived from an advance ruling determination submitted to a customs office 


by an importer, producer, or exporter, in accordance with NAFTA provisions 
(article 509). 
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3.2 Eligible persons 
The following are entitled to request a review or appeal: 
When a ruling is issued by Mexican customs: 
@ U.S. or Canadian producers or exporters, concerning: 
¢ a determination based on an origin verification; 
e¢ a determination based on country of origin marking; or 


e an advance ruling determination. 


@ Mexican importers, concerning: 
e an advance ruling determination. 


When a determination is issued by U.S. or Canadian customs: 
@ Mexican producers or exporters, concerning: 
¢ a determination based on an origin verification; 


e a determination based on a country of origin marking; or 
e an advance ruling determination. 


3.3. Procedure to request a review or appeal from Mexican customs 


The Cédigo Fiscal de la Federacién (CFF) provides the legal basis for requesting reviews 
and appeals from Mexican customs (Titulos V and VI, Cédigo Fiscal de la Federacion). 


@ In the first instance, the exporter or producer shall file a request for review (according 
to CFF, Titulo V). 


@ In the second instance, the exporter or producer is entitled to file a petition for 
reversal with the Tribunal Fiscal de la Federacién. 


Note: According to the Ley Aduanera (art. 142), the petition for reversal shall be filed 
with the Tribunal Fiscal de la Federaci6én once the first instance has been 
exhausted. 

Ree | First instance (review) 

Procedures: 

@ Submit a written statement to the relevant customs office requesting a review. 
This may be done by hand or by mail, using a method of confirmation of receipt, 


no later than 45 days after the date the determination was received, beginning 
one working day after the ruling came into effect (article 121 of the CFF). 
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eA review request statement shall (article 18 and 122): 
° be signed by the applicant or legally authorized representative; 


e be in writing; 
e include the full name, business name, and address of the claimant for tax 
purposes; 


e specify the authority which has received the request, as well as the purpose 
for such a request; 

e indicate, when applicable, the address for receiving information, and the 
name of the authorized representative (e.g. address of legal advisor’s 
office); 

° indicate the corresponding ruling, specifying letter number, date of issue, 
and contents; 

e indicate the prejudice caused by the determination to the claimant; 

° supply the evidence deemed necessary; and 

e list the reasons for the appeal. 


e Sane: supporting documents to be supplied. (article 123): 
ID papers of the representative acting in the name of the claimant or 
corporation; 
e a written statement of determination (the basis for the appeal); 
° proof of notification (a document stating that the party concerned received 
the determination); and 
e documentary evidence and expert ruling, if applicable. 


The corresponding authority shall issue a determination and publish the results no later 
than 4 months after the date on which the request for review was filed. 


Seon Second instance (request for reversal to the Tribunal Fiscal de la 
Federacién) 


When the claimant does not agree with the redetermination issued by the authorities, a 
petition for reversal may be filed with the tribunal. 


Procedures 
® The claimant shall submit by registered mail or in person a first-suit statement 
signed before the competent tribunal, according to the location of the appealed 


authority, no later than 45 days after the date on which the redetermination took 
effect (article 207). 
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@ The petition must include the following information (article 208): 


e the name, address and, if applicable, the fiscal number of the claimant and 
address for receiving information (e.g. the address of the legal advisor’s 
office); 


° the review statement issued by the authority, stating the number of the 
resolution, date of issue, and contents; 

the name of the authority being appealed; 

the reasons for the petition for reversal; 

other relevant proof; and 

the damages caused by the determination to the claimant. 


e ASaional supporting documentation to be supplied (article 209): 
a copy of the legal statement for each party to the judgement and a copy of 
the additional documentation attached; 

e the papers which accredit the legal status of the person acting on behalf of 
the claimant, or a statement issued by the appealed authority recognizing 
this right, or a description of the contents of such a document which 
recognizes the representative as acting in the name of the claimant; 

e a copy of the ruling being appealed or, when applicable, a copy of the lack 
of agreement (article 37); 

e the proof of receipt, when applicable, of the ruling being appealed; and 

e other documentary proof considered necessary. 


4. Extending the period for appeal 


The following cases may be considered for an extension of the appeal process of up to 
45 days after receipt of the ruling being appealed: 


@ the issuing of a non-agreement is being appealed (article 37); 
@ the first determination is being appealed; or 
® non-notification or illegal notification. 


The claimant shall describe the information contained in section 2 above, and attach a copy 
of the documents indicated in section 3, except those already provided along with the original 
appeal statement. 


Note: Shared requirements for first and second instances 


@ The representation of individuals before the fiscal authorities will be by means of a 
notarized letter, or letter of attorney signed in the presence of two witnesses whose 
signatures shall be ratified before the fiscal authorities or a public notary 
(article 19). 

@ When people do not present their own cases, an attorney at law shall represent 
them. 
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Note: The parties to an appeal before the Tribunal Fiscal de la Federacién are (article 198): 


@ the claimant; 

@ the defendants; and 

@ the administrative official of the Administracidn Publica Federal, Procuraduria 
General de la Republica, or Secretaria de Hacienda y Crédito Publico. 


5. References 


The basis for requesting a review or filing an appeal of a final ruling issued by customs 
authorities is article 510 of NAFTA and Section IX, Rules 77-80 of the Resolution 
establishing general rules for the application of NAFTA in customs matters, published in the 
Diario Oficial de la Federacién on 30 December 1993. 


Diario Oficial de la Federacién, dated January 7, 1994, which outlines the country of origin 
marking rules applicable in Mexico. 
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1. Introduction 


To ensure compliance with NAFTA, member countries are subject to various restrictions in 
the application of drawback and relief or reduction of duties based on the importation of 
goods. This chapter details the scope of such programs, including examples for each case. 
The rulings for the return or drawback of duties under NAFTA will come into effect as of 
January 1, 2001. 


2. Purpose 


This chapter describes the restrictions the NAFTA Parties face when applying the drawback 
and relief of duty programs, concerning the reduction or exemption of duties on importation, 
based on the applicable legal principles. 


3. Procedure 


According to article 303(1) of NAFTA, the Parties can only return duties or exempt 
importers from the payment of duties in the following cases: 


@ the good is to be exported later to the territory of another Party; 

@ the good is to be used as material in the production of another good which is later 
exported to the territory of another Party; or 

@ the good is replaced by an identical or similar good used as a material in the production 
of another good which is later exported to the territory of another Party. 
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Imports from a NAFTA country are also covered: 


The restrictions applicable under article 303(1) of NAFTA refer to the amount of the refund, 
which must not exceed the lesser of the following: 


@® the amount of duty paid or payable upon importation of the good into the first NAFTA 
country, from which the good will be exported to another Party; or 

@ the amount of duty paid or payable upon importation of the good into a second NAFTA 
country, namely, the final importer of the good. 


Article 303(2) prevents NAFTA countries from refunding, waiving, or reducing payment of 
the following duties: 


® countervailing duties imposed to avoid unfair international trade practices; 

® premiums collected as participation fees in contests or bids originating from the 
application of quantitative measures for the importation of goods; 

® special fees provided under Chapter 7 of NAFTA concerning agricultural goods and 
sanitary and phytosanitary measures, which are applied only to the U.S.; and 

® customs tariffs paid or payable upon importation of a good which is subsequently not 
exported to a NAFTA country, but is used as an identical or similar good replacing 
another one being exported to a member country. 
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NAFTA provisions allow, under article 303.3, the participating countries to reduce or 
eliminate customs tariffs on imported goods under a program for duty waivers on goods 
subsequently exported to the territory of another Party. These goods can also be substituted 
for a similar or identical good, or used as material in the production, manufacturing, or 
repair of a good later exported to the territory of another NAFTA Party. 


Under no circumstances will the reduction exceed the lesser of the following amounts: 


@ the total duties paid upon final importation; or 
@ the total amount of duties paid in the country to which the good will be finally exported. 


According to article 318, the duty deferral program includes measures such as those that 
govern foreign trade zones, temporary imports under bond, bonded warehouses, 
"maquiladoras", and inward processing programs. 


In order to establish the amount of duties to be refunded, exempted, or reduced, in 
accordance with article 303(1) of NAFTA, satisfactory evidence is required of the duties paid 
in the country of final importation. Under article 318, any valid documentary proof 
establishing that duties have been paid under the laws of each country is sufficient for this 
purpose. In Mexico, the Regla General 8, which describes the relevant NAFTA provisions, 
states that, in addition to the terms of article 318, satisfactory evidence also means any 
declaration from the person filing for duty deferral, or in accordance with article 303, when 
this declaration is based on information from the importer who introduced the good to the 
country from which it was later exported. 


This duty deferral program is scheduled to come into effect January 1, 2001, according to 
Annex 303.7 of NAFTA. 
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Operations currently exempted from duty are those listed in the Ley Aduanera 

(see Chapter 9), as temporary imports of goods to be manufactured, altered or repaired, 
which are exclusively for those companies subject to temporary admission programs for the 
production of goods for export (PITEX) and export maquiladoras regulated by article 84 of 
the Ley Aduanera. 


The drawback program is also applicable to goods imported permanently into Mexico but 
later exported (see the Diario Oficial de la Federacién, April 24, 1985, revised 
July 29, 1987). 


In addition, the Ley Aduanera (articles 58-A and 58-B) enables importers to pay duties 
through a customs account and later obtain a refund upon proof of exportation of the goods. 


After January 1, 2001, goods imported under NAFTA will be excluded from the provisions 
mentioned above. 


Procedure for obtaining refunds 


Taxpayers may obtain refunds of the above-mentioned amounts, by submitting requests to the 
special or local tax administration office corresponding to their official address. They must 
submit the following information: 


@ Form 32 with annexes properly completed (Annex 1); 

@ entry form, showing the total amount of duties paid during the first importation into a 
NAFTA country; 

® documentary proof of exportation of the good to a second NAFTA Party; 

© documentation showing payment of duties upon importation of the good from another 
NAFTA country; and 

@ ID papers establishing the legal status of the importer. 


Once these documents have been put together, they must be deposited in the fiscal letter box 
of the above-mentioned office. 


4. References 


Diario Oficial de la Federacién, dated December 20, 1993, covering the article 303 (1), (2) 
and (3) of NAFTA. 


Rule 318 of the Decree enacting NAFTA. 


Diario Oficial de la Federacién, dated May 3, 1990, establishing provisions regarding the 
temporary importation of merchandise for the production of goods to be exported (PITEX). 
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Diario Oficial de la Federacién, dated April 24, 1985, and July 29, 1987, establishing the 
drawback program for exporters. 


Ley Aduanera, articles 58-A, 58-B, Cuenta Aduanera. 
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FIPQA DEL CONTRIBUYENTE O REPRESENTANTE LEGAL 


ANEXO 1 RELACION DE PROVEEDORES, ARRENDADORES Y PRESTADORES DE SERVICIOS 
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CLAVE DEL REGISTRO FEDERAL DE CONTRIBUYENTES 


‘APELLIDO PATERND, MATERNO Y NOMBAE(S) 0 OENOMINACION O RAZON SOCIAL: 
ARO 


March 1995 
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Dect tof 
INSTRUCCIONES IMPORTANTES 
i) En este relacionard las operaciones efectuarine por el coniribuyente con proveedores, arrendadores y preetadores de servicios, durante el periodo en el cual @f saido a favor 
sce erie wcrc cat wer Poo ba opera = Pee cuplidaa 4a tas tporacitons con coated ¥ por pod a ies opomelanas oon 
2 Dsberd anoter les operaciones creditable, sumaco i impuseto pagado por importaciones efectuadas en el mismo periodo, representen un 80% de ia totalidded del 
pseleed whgarspanod’ gps parang pied ae oe ce 
3% Si dwarte el periods de que relaciona, reaiizé dos o més operaciones con un miemo proveedor, arrendador o presiador de sevicios, deberd agruper dichas operaciones y 
preserterias CORR Una 


10. 
1. 


Arctaré ol ipo de cperasionjes) que relaciona, de acuerdo a lo siguiente: “1° si ex proveedor, ‘2° si es asrendador y °3* si es prestador de servicios. 
Avotesé el mes y el afio en que realizs fa operacién que relacione. En caso de relacionar més de una operacién en un rengién determinado, enctark Ia fecha en que reaiiz’ ln (iiima operacién 


Aroteré ol nimero de operaciones que agrupa en cada rengién. 


Arotart ia Clave dal FLF.C. esrendacor 0 de servicios que relaciona, la cus! constard de 13 fisicas 0 12 
Haglan everprenl) rons prestador que posiciones pera personas posiciones para 


Anotarh el lenporte de la opamolin que sirvid de base del Impussio. 
Arctari ol trparte del ipuesio acreditable correspondiente a dicha(s) operaciinies). 
Udlizaré tanive anexos como necesite, dediendo anciar en los recuadros ‘Hoja’ ¢! rimero de hoja que corresponda y “De Hojas”, el total de hojes que presenta de este anexo. 


En of reverso de in (ima ar pela balan shltecrgatrcbabcrmphychireatnad fy tamcnr oh eped name 
En wu caso, debert anctar 6! tote! de impussto pagado en importaniones, relacionado en el “Anaxo 2°. 


Oeterrinasd ot % de Spreader es oh gpaoresl pep s felacionado en este anexo més el correspondiente a importaciones, anctando el resultado en 
ef recundo "TOTAL RELACIONADO”. Divida esta cantidad entre e! total de impuesto acrediteble que ganerd ¢! saido a favor. 
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En eete anexo relacionard ta toladidiad de operaciones de importacién y exportacién efectuadas por el conéribuyente, durante ol period en el cual se generd el saido a favor que solicit 6n 


devolucin o aplica en 


Ullizaré un renglén por cada pedimento, anotando en un principio todos ins pedimentos de imporiaciin y deapuds los de exportaciin. 


“TIPO”. Anotart el tipo de operacién que relaciona, de acuerdo a lp siguiente; “1° si es importaciin y "2° si es exportacién. 
“FECHA DE PEDIMENTO”. Anotand la fecha en que se pegaron iss contribuciones correepondisntss el pedimento. 


“NUMERO DE PEDIMENTO". Anotard e! nimero de pedimento, el cus! ee intagra en sus primoras cusiro posiciones por la clave del agents aduanal, y les rectantes siet por el nimero del 


‘Anotaré ‘a clave y seccién correspondiente a la aduana en la que se realizs la importackin o exportaciin. 


Anotard el Imports de la operacién que sirvié como bass del Impussio al valor agregado para importaciones 0 en su caso, el valor de la exportaciin. 
Anciari el importe del impusein al valor agregaddo pagacdo por la importacién. En el caso de exportaniones dejard este eapacio en blanco. 


En ef reverao de la (tira hoje que ulline de este anexo, anctard la sumna del total de Ia columna “Valor de la Operacién’ tanto para importaciones como para exportaciones. 
Anoter’ el total de "impuesto Pagado* corsepondiente a las importaciones. Este importe deberd copiarse el rengién "impussio Pagado en Importaciones” del anexo 1. 
Utiizard tanios anexos como necesite, deblendo anotar en los recuadros ‘Hola’ el nlmero de hoja que corresponda y “De Hojas’, e! total de holes que presenta de este enexo. 
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IL aaa lobe 6g ST ae bic nl EJERCICIOS ANTERIORES PARA 
EFECTOS DE aah onlay onsale dhe Nahai acrton tel 
AL ACTIVO HOJA | DEMOS 


APELUIDO PATERNO, MATERINO Y NOMBRE{S) 0 DENOMINACION O RAZON SOCIAL: 


PERIODO DE OPERACIONES: 
“wes ODOM 


setterzsonnencoeceoaesoncooncantonesnetonten Mn aNG HSN US URANO NITEM HACE MEO NANINES NO NSIPESES SASSO RREAAIA ARORENR ASS IARONSTEOTE HRPS NEO RD ON NTN NOREEN RON IN NAS ERIN SION NOS RSENS PARLE LARSEN SEE BLANC RL 


IMPUESTO AL ACTIVO EFECTIVAMENTE PAGADO POR 
TIPO DE DECLARACION FECHA DE EL QUE NO SE HAYA SOLICITADO DEVOLUCION 
PRESENTACION 


aah Horn: = OA MES ARO HSTORICO 


EJEACICIO PSCAL 


| 


} 
&. 


Hi { 


oe | ene eee COMPLEMENTARIA 


A) TOTALES SPE 3 espera ns # mcyreeventie ohne! 


LW AS OMEN IA SELES ORES AOR SSCS SORENSON OPES IRE LEIED SNL AREER ILENE NEC LEET RLSS NE TEE SELES ERS ARLES SLE LEE NES IS EOE EERE AEE LNAI ERE LEE PELE LALA SERRE REELED BREEN SAA SALA 


DATOS INFORMATIVOS DE LA DECLARACION DEL EJERCICIO EN EL CUAL EL IMPUESTO SOBRE LA RENTA POR 
ACREDITAR EXCEDE AL BAPUESTO AL ACTIVO. Mes AMO MES fo 
t j 


B) = MAPUESTO SOBRE LA RENTA CAUSADO EN EL EJERCICIO a) EJERCICIO FISCAL : 
C) — BAPUESTO AL ACTIVO DEL EJERCICIO : 2 FECHA DE PRESENTACION 


D) —MPUEBTO SOBRE LARENTAPORACREDITARQUE i 
EXCEDE AL BAPUESTO AL ACTIVO (B-C) fel DECLARIRCION DEL EJERCICIO. «—-- COMPLEMENTARIA 


HERE LE LCM NOOO TORE ROE EEO LIE IRAE ELE SESS ALLER DSE! EOE AES SIE IEE SEE EEL EERE BEODS ERLE LEE SEB DI SIERRELAPRES EEA SEL BIE EEE LESLIE ESA IISA EL SEE ALLE DI LEIEE ED 


tA ONES EASA ONO KE AERO SE ALLA ESE LIISA ESLER ERDAS AED DRE RDERE SIRE DNE SEEGERS SOL AIEEE ES BL LEN AEL AREER EE BREESE ELE SE AIEEE REDE LOE PLE RES AREER RASS 


SE PRESENTA POR QUINTUPLICADO 
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INSTRUCCIONES DE LLENADO (ANEXO 3) 


SE ANOTARA POR EJERCICIO FISCAL POR EL QUE SOLICITA DEVOLUCION DEL IMPUESTO AL ACTIVO EFECTIVAMENTE PAGADO, LA INFORMACION QUE SE LE INDICA DE ACUERDO 
A 

1. EN LA COLUMNA DE EJERCICIO FISCAL, ANOTARA EL MES Y ANO INICIAL Y FINAL DEL EJERCICIO POR EL CUAL PAGO EL IMPUESTO AL ACTIVO QUE SOLICITA EN DEVOLUCION. 

2. EN LA COLUMNA ‘TIPO DE DECLARACION’, ANOTARA SI ES NORMAL O COMPLEMENTARIA LA DECLARACION EN LA QUE PAGO EL IMPUESTO AL ACTIVO QUE SOLICITA EN 
DEVOLUCION. 

3. ENLACOLUMNA ‘FECHA DE PRESENTACION’, ANOTARA EL DiA, MES Y ANO EN LOS CUALES PRESENTO LA DECLARACION NORMAL O COMPLEMETARIA EN SU CASO, EN LA QUE 
PAGO EL IMPUESTO AL ACTIVO QUE SOLICITA EN DEVOLUCION. 

4, EN LA COLUMNA "HISTORICO”, ASENTARA EL IMPORTE DEL IMPUESTO AL ACTIVO EFECTIVAMENTE PAGADO, MANIFESTADO EN LA DECLARACION A LA QUE HACE REFERENCIA, 
SIN INCLUIR EL QUE HAYA SIDO CUBIERTO A TRAVES DEL ACREDITAMIENTO DEL 1.S.R. CAUSADO EN EL MISMO EJERCICIO. 

5. EN LA COLUMNA ‘ACTUALIZADO", ES PARA USO EXCLUSIVO DE LA AUTORIDAD HACENDARIA. 

6. EN LACOLUMNA “QUE SOLICITA EN DEVOLUCION’, ANOTARA EL IMPORTE QUE DEL InMPUESTO AL ACTIVO EFECTIVAMENTE PAGADO, ESTA SOLICITANDO EN ESTA FORMA FISCAL 
SU DEVOLUCION. EN EL CASO EN QUE EL IMPORTE DEL IMPUESTO SOBRE LA RENTA POR ACREDITAR, QUE EXCEDA AL IMPUESTO AL ACTIVO (RENGLON °C’), NO LE PERMITA 
RECUPERAR LA TOTALIDAD DEL IMPUESTO AL ACTIVO EFECTIVAMENTE PAGADO EN ALGUNO DE LOS EJERCICIOS POR LOS QUE SOLICITA LA DEVOLUCION, EN ESTA COLUMNA 
ANOTARA UNICAMENTE LA CANTIDAD QUE Si PUEDE RECUPERAR EN ESTA SOLICITUD. 

7. EN EL RENGLON “TOTALES*, ANOTARA EL RESULTADO DE SUMAR LOS IMPORTES MANIFESTADOS EN CADA UNO DE LOS RENGLONES CORRESPONDIENTES A UNA MISMA 
COLUMNA. 


EN LA SECCION "DATOS INFORMATIVOS DE LA DECLARACION EN LA CUAL EL MAPUESTO SOBRE LA RENTA POR ACREDITAR EXCEDE AL HAPUESTO AL ACTIVO", ANOTARA LA 
INFORMACION COMO A CONTINUACION SE DETALLA: 


1) EN EL RENGLON “B* IMPUESTO SOBRE LA RENTA CAUSADO EN EL EJERCICIO, ANOTARA EL IMPORTE DEL IMPUESTO SOBRE LA RENTA QUE LE HAYA CORRESPONDIDO EN EL 
EJERCICIO, ENLOS TERMINOS DEL ARTICULO 10-A 0 141 DE LA LEY DEL IMPUESTO SOBRE LA RENTA, POR EL EJERCICIO EN EL CUAL ESTE IMPUESTO EXCEDIO AL IMPUESTO AL ACTIVO 
CAUSADO. 


2) EN EL RENGLON ‘C* IMPUESTO AL ACTIVO CAUSADO EN EL EJERCICIO, ANOTARA EL IMPORTE DEL IMPUESTO AL ACTIVO QUE LE CORRESPONDIO EN EL EJERCICIO AL QUE HACE 
REFERENCIA EL PARRAFO ANTERIOR. 

3) EN EL RENGLON “D* IMPUESTO SOBRE LA RENTA POR ACREDITAR QUE EXCEDE AL IMPUESTO AL ACTIVO, ANOTARA EL RESULTADO DE DISMINUIR EL IMPORTE DEL RENGLON 
*C* AL DEL RENGLON ‘B’. LA CANTIDAD ASENTADA EN ESTE RENGLON SERA EL IMPORTE MAXIMO HASTA POR EL CUAL PUEDE SOLICITAR LA DEVOLUCION DEL IMPUESTO AL ACTIVO 
EFECTIVAMENTE PAGADO EN EJERCICIOS ANTERIORES. 

4) ANOTARA EL EJERCICIO FISCAL, FECHA DE PRESENTACION Y TIPO CORRESPONDIENTES A LA DECLARACION DEL EJERCICIO EN EL CUAL EL IMPUESTO SOBRE LA RENTA POR 
ACREDITAR EXCEDIO AL IMPUESTO AL ACTIVO CAUSADO EN EL MISMO EJERCICIO. 

5) ESTE ANEXO DEBERA ESTAR FIRMADO POR EL CONTRIBUYENTE O EN SU CASO, POR EL REPRESENTANTE LEGAL. 


DOCUMENTACION QUE DEBE ACOMPANAR A LA FORMA FISCAL 32 PARA DEVOLUCIONES 


{original y dos copies fotostiticas ) Ee ne aaa ae IR GN rr A 


Declaracién con selio donde manfeste el saido electrénico. 
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pecan selo normal de donde se deriva ef 1A. 
en oer aegerener ret rc) @ recuperas 
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My con original “i cheaply ast tesha a ener 


Soe eaten on etait, parte del |_A. a recuperar, Sesh auiney actvas da reese aeeante 


Pap era conse 2 nest en ‘que solicta en devotucién yio mariieatacién eecrta en la 
Dacor ik ger mb ics ot. 5 Regan Ly eg Ye 


Sem aA ae ‘ ——t woh 


Solo on caso de Uberacién de odie, resluciin acini 0 jucciol. ; 
Para empresas Akamente Exportadoras, relacién de operaciones de exportacién 
Constancia de SECOF! qua acredite su registro como empresa Akaments exportadoras 


pctenathenecesinit ie a | 

} 

d _Anexo 1 Relacién de Provesdores, Arrendadores y Prestadores de Servicios. aes es | ees 
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——) 
GRAPHOS 


IMPRESOR AUTORIZADO POR LA SHCP PARA IMPRIMIR FORMAS FISCALES # 322-A-B1}11 AUT. GSO00! 


March 1995 Mexico’s Customs Procedures 


328-14 
OOO 


FORMA FISCAL PARA DEVOLUCIONES 


Jophenetaay LJ CLAVE DE REGISTRO FEDERAL DE CONTRIBUYENTES 
me EEL 


{ = eee err 


QATOS GENERALES DEL CONTRIBUYENTE 


“PEDO MIND DINO ME MMMM SSSSSSSCSCSSSCSCSCSCSCSCSCSSSSCNSN COCO 
Huindwhenoeercl eRe n ee 
eee Re ee 

sro yrommmsnee BETES CaN Vm NaN ONC Tee Psi ae ecieeae ate fale 
Mee | meee ieieho Meee 


CEUs eee eee See 
GIRO O ACTIADAD PREPORDERAITE 


+r aii a eet mt iia occa L 
Bes CEROR Cone eae oc awe e e ee 


TIPO DE CONTRIBUCION QUE GOLICITA 


WAROLIE COST UREA IC 
1 romoor ame | 


“e £ COMVENGONN. aba pes me 1x82) H 
Bites “ = ~~ 


HSA Uy) 
— ae ee ea 
=a 

at UA POR RECUPERAR DE EXERCICIOS ANTENOMES (At Lay LA. atc psn na 3) i | 
heal 

! 

| 


} 

| 

en aera Seer ar ree. | 
[ii eee ee 
ies 9 OTRO) (ESPECROVE) 


1 supoarmoniwverertien nora | | coumeaerran| | : « remeo eA o AC OCI = i He ag ane 


Smee TC CO eee O00 Sameene 


Game CO 0 Cotes COOOOOOOC 


ORIGEN DE SALDO A FAVOR 


1 LV.A TRAGLADADO. 
ALTIFDABES ALA TABA DEL 10% 


March 1995 Mexico’s Customs Procedures 


GENERALES 


1, Esta forma serd lenada a 0 Con letra de mode, con bofigrafo a tinta negra o azul, ylas 7. rd aechenbea cuando corresponda, que 
iiras_ no deberin invadir los de los recuadros. wrod sera wierd spemay le a Sea 


, padpaagheoh eps bons dl earn cl act 
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razén social y la clave de registro federal de contribuyente a doce 0 trece posiciones seguin 
corresponda. B) Enel recuadro 6, cuando se trate de otra tasa diferente a las ya mencionadas, anotaré la que 
corresponda en el rengién 4. 
3. _ Esta forma serd lenada en Nuevos Pesos redondeados sin centavos, el monto se redondearé. = C) Pcie pean selpedeae pot por ga pani muir alban actos pl 
para que las cantidades de 1 a 50 centavos se ajusten a la unidad del peso inmediata anterior SECO CEG CTE CSTD 
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1. Introduction 


This chapter explains in a clear and precise manner the applicable rules under NAFTA which 
permit the temporary admission of goods into Mexico for use and exhibition and subsequent 
return abroad. The rules also permit the temporary admission of materials, machines, and 
equipment required for the production, transformation, or repair of goods and their 
subsequent return abroad. 


2. Purpose 


This chapter informs foreign traders of cases in which NAFTA and Mexican laws allow them 
to import goods without paying duties. 


3. Procedures 


3.1 NAFTA provisions on temporary admission 


According to NAFTA, participating countries must allow the following goods to enter 
duty-free: 


Professional equipment necessary for carrying out the business activity, trade or 
profession of a business person who qualifies for "the temporary entry of business 
persons", under Chapter 16 of NAFTA. 


The Diario Oficial de la Federacién, dated March 28, 1994, Reglamento general 93, 
Articulo 75(1)(b)(1), states: “under article 75(1)(b)(1) of the Ley Aduanera residents of a 
foreign country are entitled to temporary importation of goods, other than vehicles, for a 
6 month period, as long as such persons are not permanent residents of Mexico, and 
satisfy the following requirements in accordance with the Ley sobre Importacion de 
Mercancias": 


@ the entry document for the goods shall indicate the name of the foreign resident as 
well as the name of a Mexican resident. A letter from the Mexican resident should be 
attached in which that person, under article 26 of the Cédigo Fiscal de la Federacién, 
accepts responsibility for the duties resulting from the failure to return the relevant 
goods to their country of origin before the established date; 
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@ there must be a business relationship between the foreign resident and those who will 
use the imported goods, except if such goods are to be used by the importers 
themselves; 


@ before submitting the entry, the foreign residents or their representatives must notify 
the Administracién Local de Auditoria Fiscal which corresponds to the area in which 
the goods are to be used. 


When importers satisfy the requirements set out in Chapter 16 of NAFTA, "Temporary 
entry of business persons", they will be allowed to import the necessary equipment to 
carry out their activities, even when such equipment is mounted on their vehicles. 


Press equipment or radio and television equipment for broadcasting, and film-making 
equipment. 


The Diario Oficial de la Federacidn, dated March 28, 1994, Regla General 95, 

Articulo 75(1)(b), states: "foreign residents carrying out journalism activities for 
newspapers, radio, or television, may temporarily import the necessary equipment for the 
exercise of their profession, as long as they substantiate this through a written statement 
issued by a Mexican Consul which indicates the name of the media they are representing. 
In this case, the services of a customs agent are not necessary". 


Film-making equipment and accessories may be imported for a twelve month period 
which may be extended for one year, provided the importation is carried out by a foreign 
resident. 


Goods imported for sports events or for display or demonstration 


Article 75(I)(c) allows temporary importation for sports purposes, in the case of events 
sponsored by national or foreign government agencies, or universities and private 
organizations legally authorized to receive deductible donations in accordance with the Ley 
del Impuesto sobre la Renta. 


Under Ley Aduanera, article 75(I)(b), foreign athletes may temporarily import their 
equipment. When they are passengers, such persons may import their sports gear as 
baggage free of duties, as provided in the Diario Oficial de la Federacion, as of 
March 28, 1994, Regla General 40, art. 46(VJ). 


Commercial samples and advertising films. The relevant provisions for importation of 


commercial samples are established under article 75(I)(b)(4) (samples and show cases 
only). Advertising films can be imported under NAFTA. 
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The provisions stated in the Ley Aduanera, art. 75 do not contradict article 305(2) and (3) 
of NAFTA with respect to requirements which temporarily imported goods must meet. 


Article 305(5) of NAFTA covers containers and vehicles used for the international 
transport of goods entering Mexican territory. 


As provided in the Ley Aduanera art. 46(III) and la Regla General 49, published in the 
Diario Oficial de la Federacién on March 28, 1994, vehicles carrying out international 
cargo transport services may travel unrestricted within a 20 km strip parallel to the 

international border inside national territory, regardless of the nationality of the driver. 


As stated in the Diario Oficial de la Federacién, dated March 28, 1994, 
Regla General 51, foreign vehicles transporting international passengers may be 
temporarily imported when the following requirements are met: 


@ the passengers are foreign residents, not permanently established in Mexico; 

@ the persons responsible are owners or leasers of the vehicles transporting international 
passengers; 

@ the transportation vehicles exhibit solely the business name, logo, or initials of the 
company; 

@ the vehicle has been authorized to enter the country by the Secretaria de 
Comunicaciones y Transportes; and 

@ a security deposit made out to the Tesorerfa de la Federacion for the full value of the 
vehicle has been posted. 


In addition, in the Diario Oficial de la Federacidn, dated March 28, 1994, Regla 
General 96 states: "According to the Ley Aduanera, art. 75(I)(a), the temporary 
importation of freight trailers carrying imported goods will be permitted for more than 
one month when such trailers are imported by rail under the internal transit system. In 
this event, they must be exported using the same method and may remain in the national 
territory until their exportation is possible". 


Trailers imported under this provision may only travel between the railroad station and the 
place of delivery of the imported goods and vice versa and, when returning to their 
country of origin, directly from the place of delivery of the imported goods to the customs 
house by which they are to leave the country. 


In addition, the Regla General 104 states: "vehicles which belong to foreign residents are 
permitted to travel within a 20 km strip parallel to the international border inside the 
national territory, and in the free transit border areas, as long as foreign resident is 
aboard". 
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4. Temporary admissions under the Ley Aduanera 


In accordance with the Ley Aduanera, article 75, there are two types of temporary 
admissions: 


Imported goods to be exported in the same condition 


The temporary importation of goods to be returned in the same condition as when imported 
are covered under article 75 of the Ley Aduanera. The maximum period which such imports 
may remain in national territory is as follows: 


@ For up to one month: 
e freight trailers, when they are carrying the imported goods which entered the national 
territory aboard such vehicles (article 75(I)(a)). 


© For up to 6 months, according to article 75(I)(b) of the Ley Aduanera: 

¢ importations made by foreign residents, when such persons or other related business 
persons are the only users of the imported goods, not including vehicles; 

¢ containers for goods provided they hold the imported goods brought into national 
territory; 

e goods imported by persons who are strictly exporters, when such goods are used by 
national residents; and 

e samples and display accessories intended to exhibit the goods. 


e fot up to 12 months, according to article 75(I)(c) of the Ley Aduanera: 
goods imported for conventions; 

e temporary imports for sporting or cultural events sponsored by national or foreign 
government agencies, universities and private sector organizations legally authorized 
to receive deductible donations in accordance with the Ley del Impuesto Sobre la 
Renta; 

e film-making equipment and accessories, provided they are imported by a foreign 
resident; and 

® test vehicles, when they are imported by an authorized manufacturer residing in 
Mexico. 


@ For the period during which their immigration status is in effect (article 75(I)(d)), 
regarding moves in vehicles and changes in lodgings, and for local and important visitors, 
tourists, foreign residents, students and leasers, when such vehicles belong to the 
above-mentioned persons, except when they belong to local visitors and tourists. 
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@ For up to 20 years, according to article 75(I)(e), in the following cases: 


containers; 

aircraft and helicopters to be used by authorized airlines in Mexico, as well as those 
intended for the public transportation of passengers. In the latter case, the companies 
shall submit, annually, in February, the information requested by the Secretaria de 
Hacienda y Crédito Publico, using magnetic systems, according to the Regla General; 
vessels authorized by the Secretaria de Hacienda y Crédito Publico, according to the 
Regla General. 


Goods exported after undergoing a manufacturing, alteration or repair process 


© Goods may be temporarily imported for re-export after undergoing manufacturing, 
alteration or repair. 


according to article 84 of the Ley Aduanera, only companies with a temporary 
importation program (maquilador) or temporary admission program for the production 
of goods for export (PITEX) are entitled to import on a temporary basis. 

in addition, the above-mentioned companies may import merchandise necessary for 
the manufacturing process such as raw materials, lubricants, combustion oils, etc. 
They may also import the relevant equipment used in the production of the good, such 
as machinery, tools and equipment, etc. 


@ Temporary imports: 


do not pay foreign trade duties; and 
must satisfy the non-tariff regulations and constraints established for this purpose. 


@ Under NAFTA, Annex 304.2(c), Mexico is permitted to continue these duty relief 
programs subject to a performance requirement until 2001. 


= 


the temporary imports by the "maquiladora" industry and PITEX companies are 
carried out using the following entry codes: 

for materials: an entry form A2. 

for assets: an entry form A6. 

for the return of manufactured goods: an entry form J2. 

for the return of assets: an entry form BO. 
all types of temporary imports intended for manufacturing, repairs or alterations will 
be allowed until 2001. 


Additional information 


The alteration, manufacturing and repair processes can be accomplished under the Mexican 
customs program in customs precincts, for those national or foreign goods which are to be 
altered, manufactured or repaired, and later returned to their country of origin or exported. 
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Consequently, under this Mexican customs program, companies established for the 
manufacturing of finished goods to be exported, are entitled to be located within these fiscal 
precincts. 


Regarding the national automotive industry, it is entitled to the fiscal deposit regime in its 
assembly plants for production for export or domestic purposes. 


When the imported goods remain in Mexico due to damage or destruction, the importer must 


request authorization from the pertinent customs office (Administracién Local o Especial de 
Auditoria Fiscal Federal), which in turn will verify the destruction of the goods. 


6. References 
North American Free Trade Agreement (article 305). 
Ley Aduanera 


Reglas Fiscales de Cardcter General para el Comercio Exterior. 
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1. Introduction 


International trade sometimes requires that goods be sent to another country for 
manufacturing, repair, or alteration. Under NAFTA, the Parties can export goods with 
exemption of duties, for these purposes, to the territory of the other participating countries. 


2. Purpose 


This chapter outlines the customs procedures and provisions relative to the import and export 
of goods requiring repairs or alterations, as well as the procedures and consequences to 
which they are subject according to the legal regulations, in the territories of the 

NAFTA Parties. 


3. Procedure 


3.1 Goods exported to be repaired in Canada or the U.S 


Requirements for the export of goods from Mexico, to Canada or the U.S. for repairs or 
alterations. Officials must: 


@ apply the relevant tariff classification for the goods according to the Impuesto General 
de Exportaci6n; 

@ use the customs code "BM"; 

@ use the services of a customs broker or agent; and 

@ permit the temporary exports duty-free. 


Any good exported temporarily and repaired in the territory of any one of the NAFTA 
Parties, shall be returned to Mexico free of duty regardless of the origin of the good or in 
case of repairs which could have been made in Mexico, except for those goods indicated 
under NAFTA (Annex 307.1(d)), which covers vessels. 
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Once the goods have been repaired or altered, officials must take the following action 
when the goods are returned to Mexico: 


@ apply the relevant tariff classification in accordance with the Ley del Impuesto General 
de Importacion, 

use the services of a customs broker or agent; 

use the customs code "I1"; 

omit the payment of import duties; 

omit the presentation of a certificate of origin; and 

when goods are returned by companies with temporary import programs for the 
production of goods to be exported (PITEX), or authorized maquila programs, they 
must use the entry code "BO". 


These provisions also apply to goods repaired free under warranty. 


3.2 Provisions related to the goods listed in section D of 
Annex 308.1 (Vessels) 


As provided in NAFTA, article 307, Annex 307.1, Section B, and according to article 93 
of the Ley Aduanera, Mexico is bound to apply the duties established in Section D, Annex 
308.1 of NAFTA, regardless of the origin of the goods returned to its territory after being 
exported to the territory of one of the NAFTA countries for repairs or alterations. 


Calculating the general importation duty 


When estimating the importation duty for goods covered by the Annex 308.1(d) of 
NAFTA, the full cost of repair is to be considered, namely, the parts and labour used for 
such purposes, as well as applying the tariff rate that would have corresponded to the 
incorporated parts as if they had been classified under Mexican duty category "B", 
Annex 302.2. 


3.3. Goods imported into Mexico for repairs and alterations 


The temporary import of goods into Mexico for repairs or alterations must be carried out 
by a company with a temporary import program for the production of goods to be 
exported or maquila for exportation authorized by the Secretaria de Comercio y Fomento 
Industrial. 


in this event the importation of goods is duty-free. 

the services of a customs broker or agent must be retained. 
an A2 entry form must be used. 

the goods must be returned using a "J2" customs code. 
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repair or alteration of goods can be made by a qualified company established in a 


bonded precinct according to the Régimen de elaboracién, transformaci6n o reparacidn en 
recinto fiscalizado. In this case: 


no import duties are to be paid; and 
the services of a customs broker or agent must be retained. 


Goods returned to Mexico for repairs 


4. 


once the final export from Mexico to one of the NAFTA Parties has been completed 
and such goods are returned to Mexico due to a failure of the goods to comply with 
the agreed specifications or defective parts, the subsequent importation shall be 
duty-free according to the Ley Aduanera, article 74. In this case: 

the entry form code "K1" will be used; 

the services of a customs broker or agent will be used; 

the maximum period for the goods to stay abroad will be one year; 

no alterations or transformations should have been made outside the Mexican 
territory; and 

no special authorization will be required, according to the Regla Fiscal General 90. 


References 


Ley Aduanera. 


North America Free Trade Agreement (articles 306 and 307). 


Reglas 


Fiscales de Cardcter General para el Comercio Exterior. 
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1. Commercial samples 


Ika Definition 


Commercial samples are defined as goods imported to solicit orders for goods or services 
supplied from one of the NAFTA countries, and not for sale or lease. 


i bye Classification 


Valued commercial samples 


@ To be returned in the same condition as imported - Goods intended for demonstration 
or exhibit, including components, accessories, and complementary devices that must 
be identified during exportation. 


@ Goods intended for manufacturing, alterations or repairs - Those goods imported for 
demonstration or to determine processing conditions, imported only in reasonable 
quantities according to the purpose of importation. 


Commercial samples of negligible value 


@ They should have a negligible value, namely, they cannot be worth more than US $1 
(one United States dollar) or the equivalent in Mexican or Canadian currency, or 
should be marked, torn or otherwise rendered useless. The attachment of seals or 
labels shall not be considered sufficient to render the good useless. 


@ The entry of printed advertisement materials, according to the provisions of 
Chapter 49 of the Harmonized System, can be accomplished duty-free when the 
packages of such materials contain only a single sample of the material and are not 
part of larger consignments. The qualifying materials are: pamphlets, flyers, leaflets, 
brochures, trade catalogues, and tourist promotional posters, intended to promote, 
publish, or advertise a good or service provided free of charge. 


Neen ee eee eee eee eee eee eee eee ——————— 
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1.3 Procedures 


When importing valued commercial samples to be returned in the same condition as 
imported, the following should be considered: 


@ whether the good originates in a NAFTA country; 

@ whether the requirement for a certificate of origin should be waived; 

@ posting of a refundable bond or warranty deposit at the time of exportation of the 
good (not required if the good is originating); 

@ the duration of time for the goods to remain must be reasonable according to the 
purpose of importation; and 

@ the point of entry and exit of the good. 


When importing valued commercial samples to be repaired, manufactured, or altered, the 
following should be considered: 


@ destruction, nationalization or return of the final product obtained from the imported 
good; 

@ whether the good originates in a NAFTA country; 

the presentation or non-presentation of a certificate of origin must be assessed; 

@ posting a refundable bond or warranty deposit during nationalization, destruction or 
exportation of the final product obtained from the imported good (not required if the 
good is originating); and 

@ the duration of time for the good to remain must be reasonable according to the 
purpose of importation. 


When importing commercial goods of negligible value, either returned abroad or not, the 
following should be considered: 


@ the authorized import quota; and 


@ full demonstration before the relevant authority regarding the destination and quota of 
the imported material. 
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2. Confidentiality 


Under article 507 of the NAFTA, the Secretaria de Hacienda y Crédito Publico, may only 
provide confidential information obtained from a Mexican importer or another NAFTA 
producer or exporter to the authorized government officials responsible for the enforcement 
of resolutions concerning origin determination, customs matters, or income. 


In addition, to comply with the Cdédigo Fiscal de la Federacién, all information obtained 
from taxpayers, third parties related to taxpayers, and during the exercise of inspection 
activities, will be treated as strictly confidential, except when this information is submitted to 
judicial authorities for criminal prosecution. 


The Secretaria de Hacienda y Crédito Ptiblico is bound to honor the confidentiality of 
information obtained from taxpayers and prevent it from becoming public, and consequently 
harmful to other related third parties. 


ood 
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3. Accounting books and records 


Article 505 of NAFTA requires the producer or exporter who completed a certificate of 
origin to maintain the accounting records concerning the origin of a good. A Mexican 
importer who has introduced goods into Mexico under preferential tariff treatment is also 
requested to keep the relevant records for five years. However, to comply with the Cddigo 
Fiscal de la Federacién, accounting books should be kept for 10 years after presentation of 
the relevant entries. 


The ten year period will take effect for the producer or exporter upon signature of the 
certificate of origin, and for the importer, after the date of importation. 


Accounting records include purchases, costs, value, and payment for the materials used in 
the production, as well as those related to the production process. Any books and documents 
containing income records, expenditures, costs, assets and liabilities, and financial 
statements, including its receipts, elaborated according to the Generally Accepted Accounting 
Rules in the country of location, are also considered to be accounting records. In addition, 
in Mexico, publications of the Instituto Mexicano de Contadores Publicos, A.C. (IMCP), 
including additional brochures and its relevant updatings, are considered to be accounting 
records. 


Importers must keep a copy of the certificate of origin, import entry, and invoice covering 
the good. 


4. Rule 8a 


Rule 8a is one of the most important of the schedule to the General Import Duties Act, and 
allows companies under the Harmonized System, to be included under a special increment 
program authorized by SECOFI, in order to complete the importation, through several 
consignments and using different entry points, of finished or semi-manufactured goods even 
when the requirements for importation are not met. 


In addition, the importation of component parts or assemblies for manufacturing is allowed 
according to the corresponding tariff number. This rule also covers the importation of 
disassembled merchandise corresponding to whole or finished goods. 

Those goods imported under Rule 8a must comply strictly with the increment program 


requirements, extend an industrial plant, replace equipment, or integrate manufactured or 
assembled merchandise. 
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5. Intellectual property rights 


In signing NAFTA, Mexico is conveying its intention to participate in a new era, 
characterized by economic liberalization, with the goal of integrating into a new international 
sphere. In this respect, Mexico is currently undergoing a rapid transformation which 
includes some legal reforms. Intellectual property rights have played an important role in 
legal reform in Mexico. 


The most important reason behind Mexico’s amendment of its laws on intellectual property 
matters is its interest in importing technology. It is well known that some countries, 
including the United States and Canada, are creators and innovators in the field of 
technology, and generally are also producers and exporters of goods which require 
intellectual property protection, such as, software, films, books, and recordings. Mexico, on 
the other hand, is primarily an importer of such goods. Mexico should therefore harmonize 
its law to align it with that of the other NAFTA Parties, in order to grant judicial security to 
North American nationals, as well as to promote foreign investment and technology transfer. 


However, there are some obstacles to harmonizing intellectual property legislation among 
NAFTA countries. In the United States and Canada, the relevant legislation includes 
copyright, trademarks, patents, and other rights, as a whole. In Mexico, intellectual 
property rights legislation includes only copyright, and classifies patents, trademarks, and 
other rights as industrial property rights. In short, there are two types of legislation in this 
area in Mexico: the Ley federal de Derechos de Autor and the recently amended Ley de 
Propiedad Industrial. 


In spite of the intention of the NAFTA countries to standardize their intellectual property 
legislation by establishing well-defined, standard regulations for North America, it has been 
difficult to achieve this goal because the intellectual property (copyright) law in Mexico is 
composed of a high cultural content with diverse legal differences from its North American 
partners. Therefore, Mexico is concentrating on amending national intellectual property 
rights. 


The role of the Secretaria de Hacienda y Crédito Publico in relation to intellectual property 
rights is established in article 1718 of NAFTA. This outlines the responsibility of each of 
the Parties to adopt procedures that entitle people to request protection, by means of a 
written request to the competent authority, when they suspect that imports of counterfeit or 
copied merchandise, with a given trademark or copyright, are taking place, and asking 
administrative or judicial authorities to halt the circulation of such merchandise. 


It should be mentioned that the United States customs authorities are entitled to carry out the 
suspension referred to in article 1718 of NAFTA. They may also issue rulings that 
completely resolve intellectual property cases. 
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However, in Mexico, customs authorities do not have this power. The Instituto Mexicano de 
la Propiedad Industrial and the Direccién General de Derechos de Autor are the competent 
authorities in industrial and intellectual property matters. Consequently, in order to 
implement article 1718 of NAFTA, Mexico will have to modify its customs legislation in 
order to authorize customs authorities to suspend the free circulation of goods which infringe 
industrial or intellectual property rights if detected in the customs precinct. 


6. Additional Information 


Further information regarding the contents of this text can be obtained from the Secretaria de 
Hacienda y Crédito Publico, by calling the following branches: 


Centro Nacional de Consultas: Telephone 227-0297 (60 lines available) 


Direccién General de Politica de Ingresos y Asuntos Fiscales Internacionales: 
Telephone 228-2727 to 33 


Administracién General de Aduanas: Telephone 228-3387 and 88. 
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